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NOMINATIONS OF PETER V. NEFFENGER AND 
DAVID S. SHAPIRA 

WEDNESDAY, JUNE 10, 2015 

U.S. Senate, 

Committee on Homeland Security 
AND Governmental Aefairs, 

Washington, DC. 

The Committee met, pursuant to notice, at 9:06 a.m., in room 
SD-342, Dirksen Senate Office Building, Hon. Ron Johnson, Chair- 
man of the Committee, presiding. 

Present: Senators Johnson, Lankford, Ayotte, Ernst, Sasse, Car- 
per, Heitkamp, and Peters. 

OPENING STATEMENT OF CHAIRMAN JOHNSON 

Chairman JOHNSON. This hearing will come to order. 

Good morning. I would like to welcome Admiral Peter Neffenger. 
I appreciate your willingness to serve. The hearing is obviously 
called to consider your nomination for the position as the next Ad- 
ministrator of the Transportation Security Administration (TSA). 
We held a pretty interesting hearing yesterday, and I think you 
come into this position understanding that you have some signifi- 
cant challenges ahead of you, and we are obviously looking forward 
to the hearing today and appreciate your thoughtful testimony, and 
I will be looking forward to your oral testimony and answers to our 
questions. I think I will hold off on further comments until we get 
into the question phase. 

The hearing today will also consider the nomination of David S. 
Shapira to be a Governor of the United States Postal Service 
(USPS), another agency that is going to require some out-of-the-box 
thinking, another agency that has significant problems. So I just 
want to thank both nominees for your willingness to serve and, 
again, your willingness to appear here today. 

And with that, I will turn it over to our Ranking Member. 

OPENING STATEMENT OF SENATOR CARPER 

Senator Carper. Thanks, Mr. Chairman. 

Admiral, welcome. Thank you for serving us for all these years — 
what, 34 years? Anybody in your family here today? OK. All right. 

Some brief comments, if I could. Thank you for joining us yester- 
day, too, and our staffs have enjoyed meeting with you and having 
a chance to “take the measure of the man,” as we say in Delaware. 

But as we know, TSA has been without a Senate-confirmed lead- 
er since the highly regarded John Pistole departed the agency at 
the end of last year. And as we have learned from press reports 
of late, as well as from numerous briefings and our hearing yester- 
day, TSA faces serious challenges that demand strong, permanent, 
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Senate-confirmed leadership. Thankfully, the President has nomi- 
nated in you, Admiral Neffenger, someone whom I believe, I think 
we believe, can provide TSA with the kind of leader that it needs 
right now. 

Our Admiral has served as a commissioned officer, as we know, 
in the Coast Guard since 1982, assuming the position of Vice Com- 
mandant in May 2014. Throughout his 34-year career in the Coast 
Guard, Admiral Neffenger has displayed exceptional leadership 
skills and the will to confront difficult challenges head-on. In fact. 
Admiral Neffenger is no stranger to crisis, having served as the 
Deputy National Incident Commander for the Deepwater Horizon 
oil spill. And if you can handle that, you can handle a lot of things. 

As the Department of Homeland Security (DHS) Inspector Gen- 
eral (IG) John Roth said to this Committee just yesterday, he said 
what TSA needs is someone willing to acknowledge and confront 
the many challenges facing this agency. And I would add that the 
agency also needs someone who will strive for perfection, realizing 
that it is hard to achieve, it may be impossible to achieve, but 
while addressing at the same time the competing priorities of secu- 
rity and expedited travel. We want to make sure that we are flying 
in planes that are safe, people get where they need to go safely. We 
also want to make sure that we can expedite their movement 
through the security checkpoints, and they are not always in sync 
with it. In fact, they are of oftentimes in conflict. So it is not an 
easy job. We are grateful for the people who do this work. We want 
to make sure that they are meeting their challenges and that we 
are providing this kind of support that they need and the kind of 
leadership that they need. 

I had the opportunity to meet with Admiral Neffenger recently 
to discuss his desire to lead TSA and his vision for the agency. I 
came away from our meeting confident that he is the right person 
for the job at this time. 

Following our discussion with Admiral Neffenger, we will con- 
sider our second nominee today, David Shapira, who is sitting here 
in the front row on our left, your right, to serve as a Governor on 
the Postal Service’s Board of Governors. We are considering this 
nomination at what is a very challenging time for the Postal Serv- 
ice. But as Albert Einstein once said — and we talked about this 
yesterday — “in adversity lies opportunity.” Plenty of adversity for 
both positions, but by the same token, a lot of opportunity. 

The Postal Service operates at the center of a massive printing, 
delivery, and logistics industry that employs millions of people. 
Even as First Class mail is lost to other forms of communication, 
I think the future is more promising than some would believe for 
the Postal Service in a number of other ways, several of which we 
discussed yesterday. 

Advertising mail is still a popular and effective option for thou- 
sands of mailers. Millions of people still like to receive their maga- 
zines in the mail every week. They like the printed copy, even the 
Millennials like the printed copy, not just the stuff on the Internet. 
E-commerce and package delivery are booming, making the Postal 
Service a vital partner for businesses large and small. Even the 
Postal Service’s traditional competitors rely on it to carry items the 
last mile to rural communities around the country. Federal Express 
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(FedEx), the United Parcel Service (UPS), they want to deliver a 
lot of stuff. They do not always want to go the last mile, the last 
5 miles, or the last 10 miles, and the Postal Service is happy to do 
that because they are going anyway. 

I look forward to talking to Mr. Shapira, I think we look forward 
to talking with you, Mr. Shapira, today about what you think needs 
to be done in order to address the ongoing challenges that face the 
Postal Service and to hear about the skills and experience that he 
will bring, you will bring to the Board. As a leader of a $10 billion 
company with nearly 40,000 employees, Mr. Shapira will bring a 
unique business perspective to the Board of Governors that is very 
much needed, I think very much welcome. 

If confirmed, Mr. Shapira and the four other Board nominees 
pending before the Senate would double the size or at least the 
membership of the Board, and we need that. I see a real oppor- 
tunity here with this new injection of talent to make significant 
progress toward strengthening our Postal Service. 

In closing, I want to thank both of our nominees. Admiral, and 
hopefully we will be able to call him “Governor Shapira.” It is a 
great job — Governor. I love that one. You will, too. 

So thank you all, and we look forward to hearing from you and 
getting to know you better. Thanks so much. 

Chairman JOHNSON. Thank you. Senator Carper. 

Admiral, it is the tradition of this Committee to swear witnesses 
in, so if you would please rise and raise your right hand. Do you 
swear the testimony you will give before this Committee will be the 
truth, the whole truth, and nothing but the truth, so help you, 
God? 

Admiral Neffenger. I do. 

Chairman JOHNSON. Thank you. Please be seated. 

Vice Admiral Peter Neffenger currently serves as the Vice Com- 
mandant of the United States Coast Guard (USCG). During his 34 
years of service, he has held various key leadership positions. From 
2003 to 2006, he served as the Sector Commander in Los Angeles, 
California, home to the largest port complex in the United States. 
From 2008 to 2010, he served as the Commander of the Ninth 
Coast Guard District, where he was responsible for Coast Guard 
operations throughout the five Great Lakes and helped secure over 
1,500 miles of the U.S. -Canada border. In addition, he served as 
Deputy National Incident Commander during the 2010 Deepwater 
Horizon oil spill in the Gulf of Mexico. Admiral. 

TESTIMONY OF VICE ADMIRAL PETER V. NEFFENGER, i TO BE 

ASSISTANT SECRETARY (TRANSPORTATION SECURITY AD- 
MINISTRATION), U.S. DEPARTMENT OF HOMELAND SECU- 
RITY 

Admiral Neffenger. Thank you, Mr. Chairman. I have sub- 
mitted my written statement for the record, and I have a brief 
opening statement. 

Good morning. Chairman Johnson, Ranking Member Carper, and 
distinguished Members of the Committee. I am deeply privileged to 
appear before you today as the President’s nominee to head the 


^The prepared statement of Admiral Neffenger appears in the Appendix on page 51. 
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Transportation Security Administration. I am honored by the 
President’s call to service in this important position and by the 
support of Secretary Jeh Johnson, who has provided strong leader- 
ship for our Department. 

I would also like to thank the 50,000 men and women of the 
United States Coast Guard and the 30,000 members of the volun- 
teer Coast Guard Auxiliary with whom I have been privileged to 
serve for more than three decades and from whom I have learned 
important lessons about leadership and about service to the Na- 
tion, commitment to excellence, and duty to people. 

And to the dedicated men and women of TSA, I want you to 
know that I am deeply honored to potentially join your ranks and 
to serve along with you and the American people in securing our 
transportation systems. You perform an incredibly important and 
difficult mission, one that demands constant attention to detail and 
vigilance while sustaining a high level of professionalism and re- 
spect. I have confidence in them, and I will be honored to lead 
them. 

As TSA pursues solutions to the challenges presented by recent 
covert testing, there are several critical concepts that must be in 
place to address the vulnerabilities noted. TSA must ensure the ap- 
propriate measures of effectiveness are in place to drive a focus on 
the primary mission across the agency, in this case, securing avia- 
tion. There must be a culture of operational evolution, one that 
constantly questions assumptions, plans, and processes, and is able 
to rapidly field new concepts of operation, new performance stand- 
ards, and new capabilities. 

Finally, delivering an effective system and earning the confidence 
of the public will come only through competence, disciplined per- 
formance, and professionalism. If confirmed, I will bring this per- 
spective, and I will relentlessly pursue these objectives, to address 
the immediate challenges, and more broadly, to accomplish the im- 
portant mission entrusted to TSA. 

In addition, in my view, striking a balance between the demands 
of security and the imperatives of liberty is critical. If confirmed, 
I will take on this challenge with a leadership perspective that has 
been at the core of my approach as a Coast Guard leader and one 
that has been proven in the crucible of the real world: a well-de- 
fined statement of mission, clear and unequivocal standards of per- 
formance, training and resourcing that enable the workforce to 
achieve success, and a relentless pursuit of accountability. 

During my nearly 34 years of active service, I have been assigned 
to a broad variety of operational, staff, and leadership positions cul- 
minating in my current duties as Vice Commandant and second in 
command of the Coast Guard — the Nation’s fifth armed service and 
its premier maritime law enforcement agency. Each assignment 
has brought greater and more complex responsibilities and chal- 
lenges, and, if confirmed, I will apply the leadership skills I have 
gained as well as my extensive experience in law enforcement, 
maritime transportation security, and management of large com- 
plex agencies to ensure the protection of our Nation’s transpor- 
tation systems? 

Nearly 14 years after 9/11, we must recognize that the global ter- 
rorist threat has evolved. Today this threat is more decentralized. 
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more diffuse, and more complex. Certain terrorist groups remain 
intent on striking the United States and the West, and we know 
that some of these groups are focused on commercial aviation. 
Moreover, we see an emerging threat from lone wolf actors. The 
threats are persistent and evolving, and they are TSA’s most press- 
ing challenge. 

Workforce training, retention, and accountability are a second 
challenge facing TSA. If confirmed, I will pay close attention to the 
development of the TSA workforce. I will examine how to use the 
TSA Academy established by John Pistole to further improve per- 
formance and to instill an ever greater sense of pride in the agency 
and its critically important mission. I will continue the focus on 
customer service. Travelers expect efficient and effectiveness 
screening, and they deserve to be treated with respect. 

A third challenge is ensuring that TSA continually fields the 
tools it needs to address the persistent and evolving terrorist 
threat. We must question ourselves; we must evolve our capabili- 
ties; we must adapt faster than those who wish to harm us. We 
must envision what comes next and direct investments appro- 
priately. 

As such, if confirmed, I will commit myself to ensuring that TSA 
remains a high-performing, highly capable counterterrorism organi- 
zation guided by a risk-based strategy; that TSA employs multi-lay- 
ered, intelligence-driven operations; that TSA recruits and retains 
a skilled and highly trained work force, while placing a premium 
on professional values and individual accountability; that TSA pur- 
sues advanced capabilities with adaptation central to its acquisi- 
tion strategy; and that TSA continues to strengthen its integration 
in the intelligence community, in the private sector, with its stake- 
holders, and among Federal, State, and local partners. If con- 
firmed, I will follow this strategy, engage and lead the work force, 
and adapt and invest appropriately. 

I believe I have a proven record of leading people and carrying 
out complex missions. I have an extensive background in applying 
security principles to port operations and maritime threats, prin- 
ciples that translate effectively to other transportation modes, and 
I have a proven record of leading through crises. 

Finally, throughout my career, I have remained aware of the 
need to balance desires for greater security with the protection of 
the liberties and the rights we cherish. If confirmed, safeguarding 
the civil liberties and privacy interests of all Americans will remain 
a top priority. I look forward to partnering with this Committee on 
a range of initiatives to enhance the safety of the traveling public 
and to achieve this balance. 

In closing, I again thank President Obama and Secretary John- 
son for their confidence. Mr. Chairman, Ranking Member Carper, 
thank you for the opportunity to appear before you today, and I 
look forward to your questions. 

Chairman JOHNSON. Thank you. Admiral. 

Before I begin my round of questions, it is also the tradition of 
this Committee to ask all nominees a series of three questions, so 
I will start with those. 
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Is there anything you are aware of in your background that 
might present a conflict of interest with the duties of the office to 
which you have been nominated? 

Admiral Neffenger. No, sir. 

Chairman JOHNSON. Do you know of anything, personal or other- 
wise, that would in any way prevent you from fully and honorably 
discharging the responsibilities of the office to which you have been 
nominated? 

Admiral Neffenger. No, sir. 

Chairman JOHNSON. Do you agree without reservation to comply 
with any request or summons to appear and testify before any duly 
constituted Committee of Congress if you are confirmed? 

Admiral Neffenger. Yes, sir. 

Chairman JOHNSON. Thank you. 

Admiral, the hearing we had yesterday I thought was pretty re- 
vealing, and I think one of the things both in my preparation for 
the hearing and during the hearing that was pretty stark is the 
dual goal, the dual mission of TSA. On the one hand, you have the 
need for efficiency, that we move passengers through the security 
check zone so that nobody misses their flight, so nobody is incon- 
venienced, that the public does not get impatient. On the other 
hand, we are looking for 100 percent security. 

Can you just speak to the conflicting nature of those two goals 
and how you evaluated where you place priority? 

Admiral Neffenger. Well, thank you. Senator. I would be happy 
to speak to that. 

The priority is always the mission, from my perspective. I think 
in terms of my career in the Coast Guard, I have never lost sight 
of the fact that it is about the safety and security of the people 
using the maritime transportation system and the safety and the 
security of the system itself 

That said, you still need to move goods and services through 
those systems. The aviation system is no different, and it is critical 
that you move people through that system effectively and effi- 
ciently. 

It is always a balancing act between getting those right, but I 
think if you focus on security, if you are transparent with the need 
for that security — by definition, a security system creates inefficien- 
cies. We know that. The port environment was a good example of 
that. Before September 11, 2001, most of the ports of the United 
States were wide open, and they were wide open for a reason: be- 
cause you needed to move a lot of stuff in and out those ports, 
whether they be containers or bulk cargo or the like. And there are 
a lot of access points to the port because you wanted to be able to 
get trucks and rail and other services in and out as necessary to 
move that. 

After September 11, 2001, when we started looking at some of 
the first attempts to secure the maritime port environment, it was 
a real challenge to figure but how you do that without clogging up 
the system. I think the way you do that is you work very closely 
with your private sector partners. Believe it or not, they have a lot 
of good ideas out there, and I think that we can benefit from their 
ideas. I think it is, again, no different in the aviation sector. 
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So as you look at — and there may be some need to introduce a 
few inefficiencies in order to address some of these recent findings 
of the Inspector General. In the process of doing that, you have to 
do that very carefully with the airports, the people who are run- 
ning the major airlines, the people who operate the airport environ- 
ment, as well as the traveling public to explain why, as you are 
looking for those factors that mitigate. 

And in the long term, you have to think about what the security 
system looks like in the future. I know you talked about out-of-the- 
box thinking. Well, it is going to take out-of-the-box thinking to 
think about what would the security system look like if we de- 
signed it for tomorrow versus the one we have today? And I think 
that it will always be a balance between those two, but I do not 
think it is an impossible task. I just think it is a very difficult task. 

Chairman Johnson. Were you surprised by the revelation of the 
Inspector General’s report that said that there was a 95-percent 
failure rate to detect metal weapons and fake explosives? Did that 
surprise you? 

Admiral Neffenger. Yes, sir, it did, and it disturbs me, and, if 
confirmed, it is the immediate priority to address those findings, to 
close those gaps immediately, but then to look systemically at what 
the issues are that brought that forth in the first place. 

Chairman JOHNSON. But do you acknowledge that reality? I 
mean, those are not my words, but other people have termed what 
TSA does as “security theater,” which let me first say there is some 
deterrent effect and positive effect for those checkpoints for that 
theater. But do you know the fact that it is simply not working? 

Admiral Neffenger. Well, if I can take a step back from that 
and talk first in terms of how I view a security system — and it real- 
ly is a system of security. If I think about entering into that sys- 
tem, from the moment I put my name into a reservation system, 
I want to know that I am being looked at in some way. So I hope 
that — some of that is behind the scenes. I want my name to be 
scrutinized, and I want it to be bounced against all the right data- 
bases. And I want to ensure that the people who are doing that 
have access to the intelligence that they need and the databases 
that they need. I know that that has been some questions that 
have been raised. 

Second, I want that to be continuous as I am moving through the 
system, and from the time I put my name in that system to the 
time I exit my destination airport on the other end, I want to be 
looked at. So I want things happening behind the scenes. 

I want some other things to be happening as well, and there are 
other ways that you can scrutinize an individual. I want to know 
as much as I can about the travelers moving through. So I am a 
big fan of Known Traveler Programs. I am a big fan of Trusted 
Traveler Programs. I am a member of Global Entry myself I did 
that for a good reason, partly to move myself through the system, 
but to participate in the system in the way that I thought the sys- 
tem needed me to. 

Following that, when I get to the airport, I would like to know 
that there are a number of things that might happen. So if I am 
a bad guy and I am trying to make my way through the system, 
I do not want to see a path through, or every path I take I want 
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to be unpredictable on the other end. So I like the idea of layers 
in a system, but I want to be sure that those layers are effective. 

So as I look at what TSA is doing — and they have layers that 
have been described to me, whether they be Behavior Detection Of- 
ficers or bomb-sniffing dogs or other methods that they use, I 
would like to understand what is the effectiveness behind that, how 
do we ensure that those are being effective, and then how do they 
overlap with one another. 

If you can devise a system that has a number of layers that over- 
lap in such a way that you close to the maximum extent possible 
the gaps that exist in that and you evolve that system over time, 
because you still have to keep in mind what the threat is, so you 
are always looking at the threat, you are plugged into the intel- 
ligence community (IC), you understand how that threat is evolv- 
ing, read Inspire magazine, look at the things that are being rec- 
ommended by those who would do harm to the system, and then 
go back immediately and question whether your layers are effec- 
tive. 

So although disturbing and of great concern, the IG’s findings 
are exactly what you need to find out to determine whether your 
system is effective. 

Chairman JOHNSON. Another vulnerability are really the employ- 
ees of the airports and the airlines that are working behind the 
scenes and their security clearances, again, another IG report 
showing that we are not necessarily matching up everybody to all 
the potential watchlists. Is that something you will make a commit- 
ment to make sure that the TSA enters into the interagency agree- 
ments so that every possible watchlist is utilized for those checks? 

Admiral Neffenger. Yes, sir, I think that is an imperative, and, 
in the Coast Guard, we are a full member of the intelligence com- 
munity. I have been working within the intelligence community for 
quite a few years now. As we know, one of the findings of the 
9/11 Commission was the failure of the intelligence community to 
link itself together and to provide information to the people who 
need it. So it is absolutely imperative that TSA has information to 
those same databases, to all the information that is potentially 
available out there. So I would absolutely commit to that. 

Chairman JOHNSON. OK. Thank you. Senator Carper. 

Senator Carper. Somewhere in one of my questions is a state- 
ment that Secretary Jeh Johnson says you are the smartest flag of- 
ficer that he has ever met, and I asked him how many he has met. 
He said, “Two.” [Laughter.] 

But you are one of the two. No, he has met a lot of them. 

But the answer that you just gave to our Chairman’s question, 
which led you to go through the various layers and so forth, I 
thought that was excellent. 

When you look at the IG’s report of the 95-percent failure rate 
at TSA in, I think, 70 attempts to try to pierce the system and the 
success of the so-called Red Team — they are not really a Red Team, 
but we will call them the Red Team folks from the IG’s office. But 
if you go back over the last 10 years or however long TSA has been 
around — it has been about a decade — we measure success with a 
lot of metrics, but for me one of the key metrics here is how many 
of our airplanes were taken down and how many people died in 
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flights because of explosions or crashes. And that we need to keep 
in mind. 

There was an old Methodist minister in southern Delaware who 
used to say to me, he used to say, “Just remember this, Tom,” he 
would say. “The main thing is to keep the main thing the main 
thing.” And for us, the main thing is to try to make sure that peo- 
ple can get where they need to go safely and expeditiously. 

I want to talk a little bit about agency morale. My colleagues 
here have heard me say more than they want to remember: Find 
out what works; do more of that. And when I was Governor, I used 
to say to my Cabinet, if we were trying to work out a particular 
issue or problem or challenge we faced in Delaware, and I would 
say some other Governor in some other State has dealt with this, 
figured out how to do it, done it successfully. We need to find him 
or her, find out who did this for them, and see if that is transfer- 
able for us from that State to Delaware. 

When you look at agency morale, the Coast Guard, as I recall, 
has very high morale as measured by comment metrics. As we 
know, TSA does not. There have to be some lessons learned, and 
the question is: Just like we tried to move ideas from one State to 
our State to see if they were transferable and would work, what 
can we learn from the Coast Guard with respect to high morale 
and help improve that morale of the folks who work at TSA? 

Admiral Neffenger. Well, thanks for that question. Senator, 
and you are right, I think the Coast Guard does have a very high 
morale. And to me, morale begins with a clear sense of mission and 
a clear sense of importance, and then a leadership that invests in 
the mission and the people who are performing that mission. 

You have to have alignment throughout your organization, be- 
cause if you say the mission is the most important but then you 
start measuring other things, then the mission is not the most im- 
portant, and that begins to affect morale. 

So a clear sense of mission, a mission that is important. I think 
TSA has a great mission, and it is a very important mission. And 
I see no problem making that a clear statement. 

Then you have to train your workforce to accomplish that mis- 
sion, and it cannot just be a one-time training. It is a continuous 
process, because if you want a learning organization and a continu- 
ously improving organization, you have to continuously train that 
organization and then take advantage of what those front-line peo- 
ple can tell you. 

Some of the things, some of the best innovations in the Coast 
Guard have come from the people on the front lines doing the 
work. I tell people today I am not the United States Coast Guard. 
I represent the United States Coast Guard, but the United States 
Coast Guard are those men and women out on the small boats and 
out at the stations and out in those remote units doing the work. 
That is no different than for the TSA itself. I think the Transpor- 
tation Security Officers (TSOs) at those airports, that is the face 
of TSA, and it is also the mission of TSA, and they are the ones 
who accomplish it. 

So you need to train them, and you need to empower them to ac- 
complish that mission, and then you need to listen to them when 
they are telling you where the mission is not — where they are fail- 
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ing or where procedures or equipment or the like are not allowing 
them to meet the mission. And so you have to value that workforce, 
and you have to support that workforce. You really need to have 
their backs. 

I had a great opportunity to sit down with about a dozen TSOs 
over at Reagan Airport as part of my briefings in preparing for the 
potential of this position. And they were very frank and clear. They 
understand the mission. I always remember that they are still 
among the very few who have raised their hands and said, “I swear 
to support and defend the Constitution of the United States against 
all enemies, foreign and domestic.” 

That is a pretty powerful statement, and I have always found 
that when you remind people of that and you connect it to a mis- 
sion, that begins the upward movement. 

But then you also have to have accountability across your work- 
force, because the people who are performing well know the people 
who are not performing well. And if you allow that inconsistency 
to exist in an organization, then it is not long before people feel 
like, again, you do not have their back and you are not really seri- 
ous about it. 

So I think you invest in the people. You train them. You set and 
communicate clear standards. You engage with the workforce. One 
of the things that you grow up with in the military is an under- 
standing that you have to be out and you have to talk to your work 
force. Again, they are the people who do the work. My job is to sup- 
port them, to provide them with the resources and the training and 
the standards and the capabilities to do it, to have their back when 
they have got challenges, and, more importantly, to look for ways 
to empower them to do their job most effectively. 

Senator Carper. Good. You said in your testimony that from the 
Coast Guard you have learned a number of important lessons 
about leadership, and I was going to ask you to talk about some 
of them. But you have already talked about them. But think about 
that question, the important lessons of leaders. The most important 
element in any organization I have ever been a part of or observed, 
the most important element for their success is leadership. It is 
one, two, and three. And talk to us about why you think you have 
been successful as a leader. 

Admiral Neffenger. As I said in my opening statement, I have 
been really 

Senator Carper. You picked the right parents. 

Admiral Neffenger. That was luck, and I did have great par- 
ents. But I have been really fortunate to work alongside some very 
dedicated people. Again, it is a privilege when you serve alongside 
people who say, “I want to do the best I can. I want to take on the 
hard jobs of this Nation, and I want to try to do them to the best 
of my ability.” And I do not even know how to get those done, but 
we are going to figure it out together. So that is challenging. 

And growing up in an organization helps you learn about leader- 
ship, and there are good examples of leadership, and there are bad 
examples of leadership. But the best leadership is the side-to-side 
leadership, what you learn from the people who are working with 
you. 
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And so what I have learned is that it starts with being trained 
to do the mission and knowing that the people around you are 
trained to do the mission, and that if somebody is not performing 
to their standards, that they will be held to account. That is impor- 
tant because that is part of good leadership. 

It is a leader with a strong vision as to where you are going. 
What is the job, boss? And what are we trying to do here? And how 
do we get it done? And somebody who understands how to organize 
teams, how to take the best of people’s strengths, combine them in 
a way that presents the best opportunities to succeed at whatever 
the current task is, and then evaluates how that task was con- 
ducted when it is done, and relentlessly pursues that perfection 
that you talked about in your opening comments — knowing that 
you might not get there, but you just might find excellence in the 
process. 

So I think that it is engaging with the workforce, it is listening 
to what the workforce has to say, and then carrying that through 
at every level of the organization as you move up. 

Senator Carper. Well, my time has expired, but I would just say 
to my colleagues I think we have just received an excellent tutorial 
on leadership. Thank you. 

Admiral Neffenger. Thank you. Senator Carper. 

Chairman Johnson. Thank you. Senator Carper. Senator Ernst. 

Senator Carper. Can I just say one — I am going to be in and out. 
We have a markup going on in one of my other committees, and 
I need to be there as well as here. We have not fibred out how 
to do this cloning thing yet, but when we do, I will be at both 
places. 

Chairman JOHNSON. OK. 

OPENING STATEMENT OF SENATOR ERNST 

Senator Ernst. Thank you. Chairman Johnson, and thank you. 
Ranking Member Carper. 

Admiral, thank you for being here today, and thank you very 
much for your service. I am very impressed. You have done an ex- 
cellent job of laying out your vision. 

I want to address something that Senator Carper brought up yes- 
terday during our hearing on TSA. He asked the witnesses to pro- 
vide advice to Congress in addressing the recent problems that 
were discussed earlier. And in response, TSA employee Becky 
Roering raised concerns about the lack of oversight with respect to 
TSA’s numerous contracts. And she suggested that the results of 
these numerous contracts are that there are difficulties measuring 
performance and ensuring efficient use of taxpayer dollars. And 
this is an important issue for me and for many of us, and so I am 
going to be hopefully introducing some legislation. I have been 
working on legislation to promote the importance of program man- 
agement, and that is all throughout the Federal Government. 

But if you are confirmed, sir, how would you address the issues 
that are raised by Ms. Roering in regards to the numerous con- 
tracts and obligations of TSA? 

Admiral Neffenger. Well, thank you. Senator Ernst. I have had 
a lot of experience with overseeing contracts and looking at how 
those contracts were put in place in the Coast Guard. In my cur- 
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rent role as Vice Commandant, I am what is called “the component 
acquisition executive” 

Senator Ernst. Very good. 

Admiral Neffenger [continuing]. Which is a horrible title, but 
what it really means is I am responsible for all of the ways in 
which we spend money to buy things or to hire people to help us 
do things. So in the Coast Guard, our contracting is mostly in the 
area of information technology (IT) services and financial manage- 
ment services. 

I will tell you, you have to look at those very carefully. Con- 
tracting can be a very useful tool if it is used appropriately, but 
what I found is you have to have strong controls in place, and those 
controls are not just at the program management level, so you have 
to have people who are trained and qualified to understand what 
they are looking at, but you have to have a process. And, I used 
to tell people I am a substance guy, but I have discovered that un- 
less you have good process, substance does not occur. 

And so first of all, how do I generate the requirements for why 
I am hiring a contractor in the first place? And then how do I re- 
view those requirements on a regular basis to determine if they are 
correct? And then how well do I explain those requirements to the 
potential contractors that are going to bid on the contract? Are they 
tight enough that they can be overseen and controlled? And what 
is my ongoing oversight of the management of that contract so that 
I understand that contract, when laid against those requirements, 
is meeting my requirement? And then what is my exit strategy if 
it is not working? Because you have to have that on the other end. 

And there is a lot more to that process, as you well know, but 
you really have to look from front to end. It is not just a matter 
of whatever exists right now. So, if confirmed, one of the things 
that I need to do and that I intend to do is to look very carefully 
at not just the way the resources are currently expended, but how 
effective the expenditure of those resources has been, particularly 
with respect to contracting, because it can be an invisible world if 
you are not careful. 

Senator Ernst. Very good. Well, I appreciate the fact that you 
do have some experience with contracting, with program manage- 
ment, and, of course, logistics, an important bottom line. So thank 
you. 

One other question as well. I know that TSA has committed to 
supporting a number of our veterans and hiring veterans, and vet- 
erans do make up a large portion of positions within TSA, such as 
Transportation Security Officers. And as they are uniquely quali- 
fied, I believe, of course, for these civilian positions in the security 
space, is there even more that can be done at TSA to recruit more 
of our veterans into TSA? 

Admiral Neffenger. That is a wonderful question. I do not have 
an answer for you right now, but I will tell you, I agree with you 
that our veterans provide a wonderful potential source of employ- 
ment. These are people who know what it means to serve an im- 
portant mission and who know how to accomplish that mission. So 
I think that there is room for that. 
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If confirmed, I will look at how that is currently being done, and 
I will look for opportunities to take advantage of that and to in- 
crease it where potentially possible. 

Senator Ernst. Very good. Thank you. 

And just last, very briefly, we did have some questions about the 
PreCheck Program that came out from yesterday’s hearing, and we 
heard a lot from a number of the different witnesses that expressed 
concerns about the PreCheck program and maybe how it is being 
expanded too much and the corresponding security risks with that. 
Could you address some of the PreCheck ideas that you might have 
to make sure that we are properly vetting those passengers or 
those travelers, just to make sure we are not just handing 
PreChecks out like candy as Ms. Roering had stated? 

Admiral Neffenger. Well, I think the properly vetting piece is 
the important part of your question. I believe in a trusted popu- 
lation. As I mentioned before, I think that the more you can know 
about a population, the more comfortable I am about that popu- 
lation moving through a system. So I am a fan of vetting people 
going into PreCheck, and I think the goal should be to have a fully 
vetted population in PreCheck. 

I understand that there have been some challenges with respect 
to enrollment centers. If confirmed, that is one of the things I want 
to look at, is how can those be expanded in a way that could make 
that entry into that system, for those who want to, more accessible 
and more available. But I think the goal should be to move toward 
a PreCheck population that is a known population, that is a vetted 
population, and that, to the extent possible, is one that is expanded 
based upon that rule set. 

Senator Ernst. Very good. Well, I appreciate your answers 
today, your testimony, and I look forward to working with you in 
the future. Thank you. Admiral. 

Admiral Neffenger. Thank you. Senator. Same here. 

Senator Ernst. Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. Senator Ernst. Senator Sasse. 

OPENING STATEMENT OF SENATOR SASSE 

Senator Sasse. Thank you, Mr. Chairman. 

Admiral, thank you for being here, and thank you for your past 
service. In your prehearing questions, the Committee asked you if 
you believe that TSA is fulfilling its aviation security responsibil- 
ities. You did not directly answer the question, but you said that 
you “would ensure that TSA remains laser focused on its core mis- 
sion.” Do you believe that TSA is today laser focused on its core 
mission? 

Admiral Neffenger. Well, Senator, I think that is the question 
given the results of the Inspector General’s investigation. I believe 
that there are still good layers of security within TSA, but clearly 
there are some challenges, particularly with respect to the equip- 
ment that was tested by the Inspector General. So I want to be 
able to provide you with a true and a complete answer to that 
question, if confirmed. And my immediate task is to, first of all, get 
the full results of the IG’s investigation as well as the GAO inves- 
tigation and any internal work that has been done by the TSA 
itself, because they have their own inspection team internally. 
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What are they finding? Are they finding the same kinds of 
things? And then how much has that been linked up? And then 
what is the extent of the gaps that have been found? And then 
what can be done immediately to mitigate those gaps as we look 
for what the systemic issues are across the organization? And then 
going back to a comment I made previously — and then I want to 
look at how that fits into the entire system and whether there are 
any gaps in the other layers that TSA currently has in place for 
that security system, because the system as it works as a whole is 
what determines its effectiveness, in addition to those individual 
components of the system, such as the equipment that the IG 
found deficient? 

Senator Sasse. I appreciate the layering piece of your answer, 
but I guess I will ask you more directly. Do you think that TSA 
is succeeding at its mission? 

Admiral Neffenger. Well, I travel a lot, and I traveled to the 
west coast this past weekend. I felt safe. But I want to know if that 
feeling was a good feeling to have, and based upon the findings, 
clearly there is a problem with the way in which people are being 
screened because the screening equipment did not work in the in- 
stances in which I had done, and it occurred at a number of air- 
ports. 

I will need to look at how that is being done across the system, 
and, more importantly, what have we done to mitigate that? What 
has TSA currently done to mitigate it? And can it be safe? 

Senator Sasse. I appreciate that we were in a classified briefing 
together yesterday, so I know you are trying to do your homework 
as well. But for those of us who have been pushing on these issues, 
I will be honest that I am not that surprised by this 96-percent 
issue in this report, because there are other classified reports that 
we cannot reveal the particulars of in this setting. But I think you 
are not answering the question of whether or not you think today 
TSA is succeeding or failing at its mission. 

Admiral Neffenger. Well, I appreciate where you are going. 
Senator, and I think the reason that I am not giving a direct an- 
swer is because I think that there are aspects of the system that 
do work. And what I want to know is how well do they work, and 
I think some of the Secure Flight checking, some of the name-based 
checking is working. I do not know how effective it is. 

So what I will tell you is that, if confirmed, I need really to dig 
into it deeper. I have had a number of briefings about the way in 
which they do their business. I think that some of what I have 
heard is reassuring; some of what I have heard is deeply dis- 
turbing, not the least of which were the IG reports. 

Senator Sasse. Without revealing any details that would give the 
terrorists a road map to our particular vulnerabilities, do you be- 
lieve the public has a right to know more of what the administra- 
tion knows about TSA’s failings? 

Admiral Neffenger. Senator, I am a fan of transparency in gov- 
ernment. I am a fan of making clear to people how effective their 
government is, how its performance is, and, more importantly, 
what we do about it when we find the performance has not lived 
up to the standards or has failed. So I am a fan of that. 
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I am not a fan of giving away secrets to our enemies, and I am 
certainly not a fan of exposing vulnerabilities that we know exist. 
And so I think that is a delicate line that has to be walked, but 
I do not want to give any comfort to those who would harm us, nor 
do I want to give any help to those who would harm us. 

Senator Sasse. I do not either, and so my calls to the administra- 
tion to declassify more of the information and for the President to 
come clean with the American people about how badly TSA is fail- 
ing clearly include the caveat that we should not reveal any details 
that would give the terrorists a road map. But Chairman Johnson’s 
point about security theater, clearly one of the main benefits of 
TSA has been the deterrent benefit of people who believed it was 
functioning much more effectively than we know it to be func- 
tioning at this point. Politico yesterday said you would be leading 
a Herculean turnaround at TSA. Do you think a Herculean turn- 
around is what is required? 

Admiral Neffenger. I think, first of all, a refocus, as I said, on 
the basic mission and an understanding that this organization has 
got to be one that continually changes and adapts. The day you 
think you have the security system right is the day that you are 
going to be defeated in that security system. 

One of the things you learn in the military is that you question 
every assumption that you have about your performance, and you 
question it because you know that somebody is going to be ques- 
tioning you if you do not do it yourself And so if you do not ques- 
tion yourself, then you are not staying ahead of the people who are 
already questioning you. And it does not surprise me that there are 
people out there that have found ways to defeat the system. The 
question is: What do you do about it internally? 

So I do think that there is a huge effort to do that. 

Senator Sasse. If you are going to fix a broken institution, I 
think that requires us admitting that the institution is broken. Sec- 
retary Johnson at this hearing last month said that TSA is the best 
model of risk-based security at DHS, and he specifically high- 
lighted the PreCheck system. However, we now know that TSA 
failed to catch weapons 96 percent of the time and that we have 
73 airport workers that have links to terrorism. 

I am curious, your sense of the institutional history, how can we 
have these kinds of security lapses 14 years after 9/11? 

Admiral Neffenger. Well, I think that is the question. Senator, 
and it is the question that made me say yes to taking this job, be- 
cause I travel and my family travels, and I want that to be safe 
for my family to travel, and I want it to be safe for Americans to 
travel. I care very deeply about the safety and security of this Na- 
tion, and I want to be able to answer that question in an affirma- 
tive way. I want to be able to say yes, it is safe to do so. 

I do not know if it is right now, but if confirmed, that is going 
to be my focus. And what I promise you and commit to you is I will 
come back to this Committee and other oversight committees. And 
I will lay out what I find, and I will lay out the challenges I find, 
and I will do so in a transparent way; and where it requires doing 
so in a classified setting, we will do so in a classified setting. 

Senator Sasse. But I think that the turnaround is going to re- 
quire admitting the magnitude of the challenge, so I am curious as 
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to what letter grade you would give DHS and TSA in particular as 
you begin this mission. 

Admiral Neffenger. Well, it may be premature for me to assign 
a letter grade to it. I will come back to you with that if I get con- 
firmed. But I will tell you that they are not where they need to be. 

Senator Sasse. As a former college president, I do not know any 
institution where a 4-percent success rate could be anything other 
than an F. I think we need to admit the magnitude of this problem, 
and I think the American people have a right to understand the 
issue more clearly. 

Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. Senator Sasse. 

I do want to underscore your point. Coming from a manufac- 
turing background, I solved a lot of problems. The first step in solv- 
ing a problem is fully admitting that you have the problem and 
properly defining it. And, Admiral, I just have to say I feel safe fly- 
ing as well, but only because of the odds. 25,000 flights, what are 
the odds? So, I mean, I think the line of questioning Senator Sasse 
was undertaking there is exactly right, and we have to admit the 
problem, and we have to properly define it. Senator Ayotte. 

OPENING STATEMENT OF SENATOR AYOTTE 

Senator Ayotte. Thank you. Chairman. 

Admiral, I appreciate your being here and for your willingness to 
take on this position. And you are a nominee for this very impor- 
tant position, as has been outlined today, with the failures that we 
have seen that the American people can expect so much better 
from TSA. And so I appreciate your willingness to take this on, and 
as you have heard all of this testimony yesterday before this Com- 
mittee, both in open and classified settings, what would you 
prioritize as the first thing that you are going to do if you are con- 
firmed for this position? 

Admiral Neffenger. Well, thanks. Senator. I think that, as you 
know. Secretary Johnson laid out a pretty clear set of directions to 
address the immediate challenges, and I think that my first pri- 
ority is to ensure that those are carried out, that the answers that 
he has demanded are found, but, more importantly, that they are 
extended as necessary to address the immediate crisis. That is the 
most important thing right now, to restore confidence in the system 
to the extent possible, to close the gaps, and to mitigate the 
vulnerabilities to the extent possible, but then, more importantly, 
to look systemically across the organization to see how much will 
it take to do this over time. Some of these things can be fixed right 
away, and some of these things are going to take some time to fix. 

Senator Ayotte. Let me ask you, the testimony that we heard 
yesterday that was quite disturbing with respect to the 73 airport 
workers that the IG found links to terrorism, and then we were 
told that, in fact, TSA was not fully vetting those employees 
against all the information that the Federal Bureau of Investiga- 
tion (FBI) had in terms of those that we might have based on intel- 
ligence, on our terror watchlist. 

So here is the question that I have for you: When I heard it yes- 
terday before the Committee, I heard, yes, we identified this prob- 
lem in 2014, but then we went over to the FBI and asked for infor- 
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mation, and here we are in 2015, when we think about something 
that urgent, that there was not an immediate fix to that is pretty 
disturbing. 

And so what I would ask of you is this Committee and our over- 
sight function, you find something like that, you do not wait for the 
bureaucracy to answer, that you let us know and that we make 
sure that a fix like that that is so obvious and so immediate so that 
we do not have 73 airport workers with ties to terrorism, that we 
find right away that we are vetting people fully, that we fix some- 
thing that is so obvious immediately and do not let the bureaucracy 
bog us down. 

Will you commit to us that if you find something like that, you 
are not waiting for an answer from some other agency, but, in fact, 
you will engage us to help you be effective in protecting the Amer- 
ican public? 

Admiral Neffenger. Senator, I could not agree with you more 
on that issue. Absolutely, if there are legislative fixes that need to 
be there, I will be the first one to come back to Congress and re- 
quest those fixes. In the meantime, if confirmed, the first thing I 
am going to do is ensure that we are connected to all of those data- 
bases. As a member of the intelligence community now, as a full 
member, I understand the importance of connection. And, in fact, 
as we said earlier, that was one of the key findings out of the 
9/11 Commission report. 

Senator Ayotte. September 11, 2001 was all about connection 
and communication 

Admiral Neffenger. Yes, ma’am. 

Senator Ayotte [continuing]. And knowing the information and 
sharing it with each other. 

Admiral Neffenger. That is right. So I am in full agreement 
with you and absolutely commit to that. 

Senator Ayotte. Well, I appreciate that, and I would say that 
you take on this very important task of leadership right now, but 
understand that this Committee is very committed to having your 
back. If you find things that need to be fixed right away, if you find 
things that are wrong, that you need legislation, you need us to say 
to the administration this has to be a priority, we want to work 
with you to make sure that we get this right. 

And one thing that I wanted to ask about as well, we yesterday 
had testimony before our Committee from whistleblowers, and I 
think they were compelling. But, clearly, what they went through 
individually to be able to tell their story is something that we do 
not want to have happen in an agency where we have a culture 
where, if you bring forward bad information, that you are either 
punished or you are swept aside. 

So I would like a commitment from you that as you engage with 
the employees in the organization and you have those that come 
forward as whistleblowers or with information as to deficiencies in 
the agency, that you will fully support them and make sure that 
they have the support so that we can make sure that we under- 
stand all the problems and can address them. 

Admiral Neffenger. I do commit to that. Senator. I believe 
strongly in listening to your workforce. I believe in finding mecha- 
nisms for the workforce to express their concerns with problems. If 
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they see a problem, I want to hear about it. And I will tell you, 
if they do not feel that there is any other way than to go outside 
the organization to provide that information, that is still important 
to get that information, and I do not believe that there should be 
any punishment against an individual who finds that — ^because, 
again, these are people who raised their hand and took an oath, 
and they are finding something. It takes a lot of courage to speak 
out, and it takes a lot of courage to go outside your organization 
to do it. We should commend them for the courage. We should lis- 
ten to what it says, and then we should not be afraid to tackle the 
challenges. 

Senator Ayotte. I was glad to hear you say in answer to Senator 
Ernst that you think that, in terms of PreCheck, we need to ensure 
a fully vetted program. I think that is a priority. And also the other 
issue I would ask you to look at is the Security Identification Dis- 
play Area (SIDA) badge issue, because that issue has popped up in 
other contexts where we know those badges, behind the scenes, the 
access that is given with one of those badges in the airport, and 
that, in fact, the system is one where the airports are controlling 
that, but we cannot account for where all the badges are. So I 
would ask you to take a very careful look at those badges to make 
sure we are not giving people access that we should not be. 

Admiral Neffenger. I will do that. 

Senator Ayotte. Thank you. 

And one final thing that I would say is the other thing that I 
took from the testimony yesterday, both classified and unclassified, 
was we have seen that there are many standard operating proce- 
dures (SOPs), as Director Roering mentioned, but there seems a 
disconnect in consistent application of those SOPs. So looking at 
whether it is a checklist or more consistent application of SOPs, be- 
cause it only takes, as you know. Admiral, one instance of an SOP 
not being followed in terms of the checks that need to be in place 
to protect the country to allow a terrorist through. So I wanted to 
get your perspective on that and what you think we should be 
doing to make sure there is consistency. 

Admiral Neffenger. Well, that is a great question, and that is 
fundamental to how people perform the mission. And so, as you 
know, in the military it is all about standard operating procedures, 
and the reason you do that is so that you can ensure that you are 
focused on the mission. And, of course, those get refined over time. 
It is important, first of all, that they be straightforward, clear, and 
understandable; that you have a consistent way of training to those 
standards, whether that be through resident training or through 
teams that train, individual teams or individual units. 

And then there has to be an oversight function, too. You have to 
have a way to determine whether those standards are being ad- 
hered to. 

And so, again, in the Coast Guard, my experience has been you 
have standardization teams. We just call them “stan teams,” and 
these are standardization teams that then go around and they test 
that people are living up to the standards. It can be up to and in- 
cluding things like the Inspector General or others have done, but 
it is usually just a matter of walking people through the procedures 
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and say, all right, you are going to confront this situation, what is 
the procedure and how do you do that? 

And, again, checklists can help. Those are very important where 
a checklist is appropriate. But it is also an understanding of the 
process that you are trying — again, you focus on the mission, and 
you say: What do I need to do to accomplish that mission? What 
are the standards that I need to have in place to do that? What 
is the process for doing that? And what parts of that can he done 
in a checklist fashion? And then how do I ensure that it is being 
done? And then I go back and do that whole process over again. 

So I concur with you, and I think that it is important to look at 
the current SOPs. Are they appropriate? Listen to the people that 
are using them. How effective are they? From your perspective, can 
you understand what you are reading? And if you can understand 
what you are reading, does it make sense to you? Or are you seeing 
things that we ought to add that we are not doing? 

The other thing that I have discovered over time is that you can 
become a slave to your standard operating procedures and not be 
aware of what the real process is. So you have to be careful not 
to just go through the motions. You have to have a thinking popu- 
lation that says, “Wait a second, this does not make any sense.” 
And we get that all the time in the military. Somebody will say, 
“Why in the world are we doing X?” And you look at it, and you 
go, “I have no idea why we are doing that. It does not make any 
sense. Let us do something else.” 

Senator Ayotte. Thank you. 

Chairman JOHNSON. Thank you. Senator Ayotte. Senator 
Lankford. 

OPENING STATEMENT OF SENATOR LANKFORD 

Senator Lankford. Thank you, quite frankly, for your past serv- 
ice and for taking this on as a consideration. You have been asked 
to consider leading an agency right now that has very low morale, 
that has had systemic procurement problems, that has some recent 
very bad evaluations and, quite frankly, uses wrong metrics in 
some of the ways that they are evaluating some of their own per- 
formance. So you have a task to do that is not an easy thing to step 
into. It is not an easy assignment regardless, so I want to tell you 
thank you for your consideration for walking through this, and I 
want to just bounce a couple issues off you, some of your perspec- 
tive on things for you personally. 

Some of the metrics of evaluating the issue of conduct versus 
performance metrics and evaluations here, whether the goal is to 
quickly get people through the line or to be able to evaluate for 
safety checks and such. I think we can do both, but right now we 
seem to be pushing on the speed side of it rather than on the safety 
side, and it is almost like we are lulling ourselves back to sleep 
again on some critical issues. 

So I want to talk about how you will adjust that as far as evalua- 
tion, and then I want to move from there, and if you want to go 
ahead and move to it, to the morale issue of how you reengage 
some really great folks. When I interact with the Oklahoma City 
TSA folks, there are some great folks that serve there and are real- 
ly terrific servants of the Nation. But the morale issues are terrible 
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as we deal with it nationwide. So if you want to talk about some 
of those. Then we will move on to some other issues. 

Admiral Neffenger. Yes, sir. Thank you. I think you have hit 
on one of the key concerns: the care of the workforce and the train- 
ing of the workforce and the morale of the workforce. I mentioned 
in an earlier question that was about this very same issue, I said 
to me morale starts with an important mission, so we already have 
that. This is an important mission, a clear sense of that mission 
and a dedication of the leadership of the agency to performing that 
mission. 

And so when you talk about the potential disconnect between 
what is being measured and what is most important, I think that 
is key to one fundamental aspect of morale. If I am being told the 
most important thing I can do is protect the American public and 
to protect the traveling public, but I am not being measured as to 
how I do that, then that is a disconnect right there. And my fear 
is that that starts to breed cynicism in the workforce, and cynicism 
leads to low morale. So I get that completely. 

So the first thing you do is you focus back and you say, look, 
what is the most important thing we are doing out there? Why did 
you raise your hand, take an oath of office? These are great Ameri- 
cans. Not many people do that in this country. So they are still 
among the one percent that say, I want to serve my Nation, and 
you deserve to support them in doing that. 

Next comes training. You have to train them, and you have to 
continually train them and get them in that continual learning 
process so that they can do the mission. 

Senator Lankford. If I can interrupt, how is that different than 
what is happening now? What is the change that has to happen? 
Because all those things are occurring now. 

Admiral Neffenger. Well, I think that over time it is very easy 
for an organization to shift focus, to think they have the mission 
right, and then to work on other things. So I think you can never 
stop referring back to it. What I have found in my service in the 
Coast Guard is that you can have — even in a high-morale organiza- 
tion like the Coast Guard, we can have pockets of low morale, and 
what causes it? It is the day you get even a little complacent at 
the leadership level and you think you have it right. 

No one gets tired of being reminded how important their job is, 
and no one gets tired of being trained to do that job, and no one 
gets tired of feeling good and learning how to use equipment. And 
no one gets tired of engaging with their organization and telling 
you where they think they can do it better. 

So I think it is engagement with the workforce. That is an ongo- 
ing, it cannot just be a one-time thing. You cannot think you got 
it right because you held a meeting with them and you moved on. 
Annual surveys are good places to figure out where you need to 
start engaging more effectively, but they do not answer the ques- 
tion for you. They raise all the questions. 

Senator Lankford. Both your hiring and your training there 
makes a big difference, because they work in very close quarters 
with each other. 

Admiral Neffenger. That is right. 
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Senator Lankford. And if there are a couple bad apples in a 
group, it is really difficult for everyone in the group. So just man- 
aging personnel and placement and attitudes there on the line 
make an enormous difference. 

Can we talk a little bit about procurement? This has been an on- 
going issue. TSA has millions of dollars worth of equipment stored 
in warehouses, trying to figure out where to move old equipment, 
wrong equipment, determining the efficiency of equipment, when 
they are going to purchase something different. If it has a 2-per- 
cent gain in efficiency, is that enough? So there are lots of issues 
that involve billions of dollars in procurement nationwide. So talk 
to me as far a changing attitude for you on that. 

Admiral Neffenger. Well, in my current role, I serve as what 
is called “the component acquisition executive” for the Coast 
Guard, so I oversee all — the whole acquisition process for the Coast 
Guard, and that starts with the basic requirements — first of all, it 
starts with the mission and how that mission can be accomplished 
against what the threats are that keep us from accomplishing the 
mission. And then you begin to build the requirements that you 
need to accomplish that mission. Some of those are human require- 
ments. Some of those are equipment requirements. And those are 
interactive as you go through. 

Then you have to have an ability to translate those requirements 
into the actual thing that you need to buy. So there is a process 
that has to be in place, and what I have learned in the Coast 
Guard is — we completely rebuilt our acquisition program over the 
past decade. We did not have one of the best acquisition processes 
in the government. I think we do have one of the best acquisition 
programs in the government now, and it is because we looked at 
it from start to finish. You cannot simply walk out to industry and 
say, “Give me something that will do something.” I do not blame 
industry for providing you things that do not work. They will pro- 
vide you what they have. But you need to really examine what do 
I actually need to know. So if you are looking at a piece of detection 
equipment, what do I need that thing to find? And then what are 
the limitations of the technology in order to find that so that I can 
figure out what the other requirements that go on top of it are? So 
it is not just enough to have requirements for the equipment. You 
have to have the requirements for the things the equipment cannot 
do, and those are combined. So all of that feeds into the procure- 
ment process, and then you need a rigorous process. So you have 
to adhere to the oversight, the controls, and the various program — 
you have to separate the person who is writing the requirements 
from the person who is implementing the requirements to the per- 
son who is overseeing the program to the person who is contracting 
for the program. And the more separation you can have amongst 
those, the more rigorous you can hold that process. Otherwise, you 
are going to run into schedule breaches; you will run into cost over- 
runs. 

Senator Lankford. And I would encourage you to evaluate the 
effectiveness of this equipment, not based on how it functioned in 
the laboratory in a sterile environment 

Admiral Neffenger. It has to be a real-world test. 
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Senator Lankford [continuing]. But how it actually functions in 
the real world. That has been a problem, that we have to have that 
real-world involvement. 

With the Chairman’s indulgence, one quick comment as well. The 
PreCheck issue, we have a lot of people coming through PreCheck 
that are not really prechecked. We are either going to have to 
change the name, because we have millions of people going through 
that are really not prechecked, or really focus on PreCheck. And I 
am not talking about other people. Trusted Traveler and all these 
other programs where they really have gone through a process. But 
it seems to me that we are increasing the number of people 
through it to get throughput and get efficiency, and we are losing 
some of the focus of what it is designed to do and what the actual 
security is designed to do at the airport and the other lanes here. 

So we are trying to increase efficiency and are losing our focus 
on security. I think that is a recipe for disaster. So PreCheck 
should be PreCheck and should have some kind of background on 
them rather than just it is random or we think — or they meet some 
sort of profile. 

So thank you, Mr. Chairman, for that. I yield back. 

Chairman Johnson. Thank you. Senator Lankford. Senator 
Heitkamp. 

OPENING STATEMENT OF SENATOR H EITKAMP 

Senator Heitkamp. Thank you, Mr. Chairman, and I just want 
to add my voice to what Senator Lankford just said. It has got to 
mean something, and it cannot just be, “Oh, you flew a lot of miles 
and nothing bad happened on that plane, so now we are going to 
hand you the pass.” We have to actually know who we are dealing 
with. 

I want to add my voice to what I surely hope has been the sense 
of the Committee here, how grateful we are that you are stepping 
up to take on this enormous challenge. I think too often we do not 
say thank you to the folks who go through what is sometimes a 
very onerous and difficult process, but we are extraordinarily grate- 
ful, and we find that more and more people who put on the uniform 
of our country in our armed services and serving us tend to step 
up and continue their service, and so thank you so much. Admiral, 
for what you are doing and your willingness to take this on. At 
least I am excited about the changes that I know you are going to 
make and the things you are going to do having been in such im- 
portant leadership positions in the past. 

The one thing I do want to talk about is something that Senator 
Lankford and I have focused a lot on in our Subcommittee, which 
is how do you engage everyone, regardless of whether they are, the 
person collecting the trays at the end of the scanning line to the 
person at the very top, how do you engage them in the overall, 
overarching mission so they have a sense of purpose and they have 
a sense of what they are doing every day? What strategies do you 
think you can deploy to improve morale by giving people a sense 
of importance? 

Admiral Neffenger. Well, I talked about in my opening state- 
ment the need to look at — first of all, what do we teach people 
when they come into the organization? I think back to my experi- 
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ence coming into the Coast Guard, and you are taught the base cul- 
ture of the organization. And in our case, everyone is read this 
wonderful letter that came from the first Treasury Secretary, Alex- 
ander Hamilton, and it was his first instructions to the very first 
10 commanding officers of the Revenue Cutter Service, which was 
the precursor to the United States Coast Guard. And this was a 
challenging mission because they were told to go do something that 
had never been done before, which is to collect tariffs from mer- 
chant vessels trading with the brand-new United States of Amer- 
ica, something that merchant vessels were not really pleased about 
and did not really want to encounter this new government attempt- 
ing to exert its power. 

And so in the process of writing this letter, he lays out all their 
requirements and their duties and obligations and the law that 
they have and the expectations. But he says something very inter- 
esting in the letter, and it is the thing that begins this cultural in- 
doctrination in the Coast Guard, and he says, “Always keep in 
mind that your countrymen are freemen and, as such, as impatient 
of everything that bears the least mark of a domineering spirit.” 
And it is wonderful 18th Century prose, and it goes on and on. The 
letter is multiple pages long. But that one line is repeated over and 
over and over again throughout your career in the Coast Guard. 
We use it when we advance people in rank. We use it when we pro- 
mote them in rank. We use it when they swear in a new oath of 
office and remind them that you are going to do things that by na- 
ture interfere with the free movement of people. And sometimes 
you are going to do things that interfere with their individual 
rights because they would like to go do something and you are 
going to get in their way. You do not have to do that in a way that 
offends them, and you do not have to do that in a way that does 
not respect them. 

How does TSA do that? One of the things I would like to examine 
is what is the way in which TSA provides a culture. There is a TSA 
Academy. I do not know how well attended it is. I would like to 
look at that opportunity. And then over time, what are the ways 
in which you can continue to engage with the workforce? We live 
in an age in which it is very easy to communicate with people. I 
do not accept the premise that because you have a widely dispersed 
and geographically distributed workforce that you cannot find a 
way to talk to them? We do this all the time. I mean, I have a 
widely dispersed and geographically distributed workforce that 
works in small unit teams. I cannot touch every single member of 
the Coast Guard every day, but I can assure myself that they are 
plugged into the organization. 

So I am going to look for ways to do that, if confirmed, in the 
TSA. I am going to find a way to connect leadership to the front- 
line operation. In my experience, one of the other big factors of mo- 
rale is how distant is your leadership from the actual people doing 
the work. I do not do the work of the Coast Guard anymore. The 
Coast Guard does that work, those front-line men and women out 
there. So how do they know that I have their back? And how do 
they know that I am paying attention to them, that I am providing 
them with the tools and the training that they need, if I do not lis- 
ten to them and if I do not find a way to engage with them? 
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So those are the things I think about as I look to connecting with 
the workforce, to listening to what they have to say, to learning 
from them. I meant what I said in my opening statement that I 
have learned about duty to people, I have learned about commit- 
ment to excellence, I have learned about service to this Nation from 
the people who are doing that on a daily basis. I continue to learn 
today. I am always astonished at the new things I learn about 
those things. 

Senator Heitkamp. I know it has been said already here, but I 
think improving the morale of TSA, reducing the turnover, really 
having an appreciation by everyone how important their work is 
and how much their country is counting on them. And as we saw 
in California, their work can be dangerous, and they need to be ap- 
preciated for that, for standing on the front line trying to stop — 
being that visible signal. 

The other thing I would say that the public gets frustrated with 
is when they do not see value added to some of the things that TSA 
does. They go, “Well, why would we need to do that? And why 
would we need to do this?” And I think it is really important that 
your communication, as you are focusing on communicating why 
they need to do that, is also turning it outwards and talking about 
the challenges that you have so that people who are like us, who 
are at airports all the time, better understand what that goal is. 
And so I would just offer that suggestion that that communication 
not just be internal, that we spend a lot of time talking to the trav- 
eling public about the importance of what you do. I mean, I just 
think we have great hope for you, and if there is something that 
we can do and ideas that you have where laws restrict you, I hope 
that you come back to this Committee, come back to us individually 
and say, “This is something that makes no sense. Please change it.” 

Admiral Neffenger. Thank you. Senator. I will do that. 

Senator Heitkamp. Thank you, Mr. Chairman. 

Chairman JOHNSON. Thank you. Senator Heitkamp. 

I think we have pretty well covered most of the issues. I know 
our Ranking Member has another question or two. 

I will just make this statement, though: Regardless of the fact 
that we have not had additional airplanes used as a weapon, I 
would first say that is because we did take a look at the priority 
solutions, and we hardened the cockpit doors. Again, very cost-ef- 
fective, but also very effective from the standpoint of security. 

I do believe that the TSA has been in somewhat of a state of de- 
nial, that what processes and procedures and equipment we have 
in place — again, it will catch the water bottles. It will catch my lit- 
tle Boy Scout pocket knife that I was given and did not realize I 
had it in my briefcase. We will do that. But for determined people 
that want to defeat that system, I think the IG’s report is pretty 
telling. So it is a matter of recognizing reality and being we have 
those problems. 

I guess until the Ranking Member comes back, in testimony yes- 
terday, one of the whistleblowers, Ms. Roering, claimed that — we 
were talking about the morale issue — there is a feeling of fear and 
mistrust within the TSA. And Senator Ayotte talked about retalia- 
tion — which, by the way, we are going to have a hearing tomorrow 
on whistleblowers and the kind of retaliation they have faced. It is 



25 


disturbing across the government how prevalent that really is. Ap- 
parently, there is that kind of problem within the TSA as well. 

So I guess I am just asking, you have a significant management 
challenge, the low morale, if it is true — and I want to ask your 
opinion. Do you believe there really is, is it possible that there real- 
ly is a prevalent feeling of fear and mistrust? But, just from a 
standpoint of the tedious nature of the task, it is just prone to com- 
placency. We are human beings. How do you manage that? How do 
you rotate shifts? How do you provide incentives to keep people 
alert? But really speak to the fear and mistrust statement of our 
witness from yesterday. 

Admiral Neffenger. I hope that it is not a pervasive fear and 
mistrust. But I will tell you that I start from the premise of trust- 
ing my organization. I want the people who work for the organiza- 
tion to feel free to bring problems to the organization. That is 
where you learn the most about what you are doing. 

I will commit to you that this is one of the most important things 
for me. It speaks right to the fundamentals of morale. If I work for 
an organization that I do not trust and that I am afraid is going 
to take action against me if I bring problems to light, then that is 
a real problem. That is a real morale killer. So you have to address 
that right up front. 

So what I will commit to you is that that is not the way I do 
business. It is not acceptable in any of the people with whom I am 
working or the people who report to me. And I will take a hard 
look at the current climate in the TSA. 

Chairman JOHNSON. I appreciate that. 

Senator Carper, do you have a question or two? 

Senator Carper. Yes. Admiral, over Memorial Day weekend and 
I think again last week, threats were made against international 
flights that were bound for the United States, and while those 
threats were deemed ultimately not to be credible, we know that 
passenger screening overseas presents a significant risk to our 
aviation security. 

If confirmed, how would you work with our international part- 
ners to improve passenger and baggage screening standards in for- 
eign countries? 

Admiral Neffenger. Well, I think it is important to have 
agreed-upon international standards, and those have to be rig- 
orous, and they have to be at a level that assures that you are 
doing the absolute best you can to stop any potential threat. 

I have had a lot of experience with that in the maritime sector. 
As you know, the Coast Guard represents the United States to var- 
ious international bodies that deal with international maritime se- 
curity, international maritime safety. And what I have found is 
that, first of all, those other countries want their systems to be safe 
as well. But if you have a patchwork of approaches, then you are 
going to have gaps in your security. 

So it is important to work with the international bodies in the 
aviation world, such as the International Air Transport Association 
(lATA) and the International Civil Aviation Organization (ICAO), 
to ensure that you have clear and well-defined and consistent 
standards, that you have a mechanism for enforcing the adherence 
to those standards. In the case of the world in which I work, that 
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includes spot checks and verifying teams. So we send teams all 
over the world to foreign ports from the U.S. Coast Guard, and we 
inspect to make sure that they actually are doing what they claim 
to be doing on paper. And when we find evidence that they are not, 
then we apply sanctions up to and including the refusal to allow 
a vessel from that port to arrive in U.S. ports, and we do that. 

I think the same standards need to be even more imperative that 
you do that in the aviation world because we know that we have 
significant concerns with foreign fighters, we have significant con- 
cerns with increasing radicalization of terrorist groups, and we 
know that they are continuing to focus on the aviation system. 

So I intend to work, if confirmed, with counterparts around the 
world, particularly those countries that have last points of depar- 
ture bound for the United States, and, more importantly, to work 
with the international associations to ensure that the standards 
that are set are appropriate and that there is an oversight mecha- 
nism for enforcing those standards. 

Senator Carper. All right. Thanks. 

In our closed session yesterday, which you were good enough to 
join us for, one of the things we discussed was the role of patdowns 
in better ensuring our security. These flights — and it is a sensitive, 
awkward situation. It is important for our security, but it is dif- 
ficult for those that are trying to ensure security and, frankly, for 
the passengers who endure this. 

I am sure that some other countries may have figured out a bet- 
ter way to do this. I am not sure who it is or if they have. But I 
would just ask if, as one of the things when you get settled in, one 
of the things that we do is look around the world and say every- 
body has to — all kinds of nations, dozens of nations deal with these 
issues, and maybe somebody has come up with a better mousetrap 
and we can learn from them. 

The last thing I want to ask is a variation of what I asked at 
the end of our session yesterday with the IG and the others on 
TSA. Give us a short to-do list for us on this side of the dais. One 
of the things that Chairman Johnson and I — and Tom Coburn for 
that matter — and our Committee, one of the things we always 
looked to the Government Accountability Office (GAO), every 2 
years, beginning each Congress, they would give us a to-do list — 
not just us specifically but its high-risk list, high-risk ways of wast- 
ing money, and we almost use it as a to-do list. But just give us 
a short to-do list, if by some small chance you are confirmed, have 
the opportunity to serve in this role, what would be a couple things 
that we could do that you think would be especially helpful to you 
as the leader but, more importantly, the folks you would lead and 
to the people of our country, what could be helpful? Just a couple 
of items. 

Admiral Neffenger. Senator, thank you for that. 

First, thank you for the offer to help. I believe strongly in work- 
ing with the Congress because you have an important role to play 
not only in oversight but in ensuring that the right laws, the right 
legislation is in place to allow a mission like the security of our 
transportation system to succeed. And I promise to work with you 
on that. 
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What I would like to do, if confirmed, is to bring you a list of 
those things that I think can be most effective for this Committee 
to attend to. I really do appreciate the willingness of every member 
of this Committee with whom I have met to work with me. I prom- 
ise you that it will be just as much coming from my side as it is 
from your side. And what I would like to do is bring to you in a 
very open manner the challenges that I find, where those chal- 
lenges need to be addressed by work that this Committee can do, 
and where those challenges are something that the agency has the 
ability to do but you need to be aware of before it is put into place. 

Senator Carper. All right. Thank you. 

Mr. Chairman, I would just close by saying Jeh Johnson, our 
Secretary of DHS, is not one given to hyperbole, and when he told 
me a couple of months ago, he said, “We have our leader for TSA.” 
And I said, “Well, who is it?” And he said, “It is an admiral. His 
name is Pete. He is in the Coast Guard, and he wears a lot of 
stars.” And he said, “You are going to really like him.” And I must 
say I am impressed. Thank you for your willingness to serve, and 
hopefully we will get you confirmed and you can go to work. 

Admiral Neffenger. Thank you. 

Senator Carper. Thank you. 

Chairman JOHNSON. Senator Sasse, you had an extra question. 

Senator Sasse. You bet. Thank you, Mr. Chairman and Ranking 
Member Carper. 

They need to get to another nominee, so I will flag two questions, 
one of which I will submit in my letter and one I will ask you here. 

The first is: I appreciate many of your statements about your de- 
sire to skate to where the puck is going to be and ultimately be 
dealing with the security threats we face in the homeland and the 
jihadi opponents from abroad over the course of the coming decades 
and to be forward-looking on that. 

I also appreciate your clear care and concern for the workforce 
and for the morale issues inside the organization. There are lots of 
good and freedom-loving Americans inside TSA. And my worry 
about the magnitude of Qie challenges we face does not start chief- 
ly with workforce issues. Obviously, you have flagged some tech- 
nology failures, but I think we have big leadership problems inside 
the organization, and I think we are at a gap as far as strategic 
priorities and measurement of our performance against those prior- 
ities. 

You mentioned and yesterday Director Roering talked about the 
fact that there is this tension between a couple of different TSA 
missions, but almost none of the metrics actually go to the success 
at interdicting prohibited weapons and materials and explosives. 

I am curious — and we will submit this by letter — about what 
your familiarity is with what briefings and performance metrics 
Secretary Johnson from the Department receives at least on a 
weekly basis. Some of us who have been pushing on these issues 
for a number of months have not gotten adequate answers from the 
Department about the frequency and the quality of the perform- 
ance metrics inside the key components and agencies inside DHS. 
And so I would like to understand what familiarity you have had 
with the briefings that the leadership team of DHS gets on a reg- 
ular basis when you have been at the Coast Guard and what you 
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expect to be included on as far as these performance metrics are 
in your potential new role at TSA. So we will submit that by letter 
today. 

The final question I will ask in person is — I have had a chance 
to meet with Inspector General John Roth three times in the last 
week and really appreciated the work of his organization, and he 
has said directly to us, sometimes in classified settings but he also 
said at a public hearing the other day, that he does not believe that 
the leadership of TSA “truly understands the nature of the risks 
that they face.” He does not believe that TSA truly understands the 
nature of the risks that they face. 

I am curious which camp you would put yourself in. Do you be- 
lieve that he is right that TSA does not understand the nature of 
the risks they face? Or do you think that the leadership has under- 
stood the nature of these risks? 

Admiral Neffenger. I had a chance to sit down with Inspector 
General Roth as well, as part of my preparation for this. I under- 
stand the risks, the nature of the risks that we face. I think there 
are people in TSA who do understand the risks. What I want to 
understand is how effective are those voices and how well can 
those voices be heard. And, more importantly, what are the reasons 
why that information appears to be challenging to make it to the 
right levels of the organization? 

So I think it is tied directly to your previous question. I look for- 
ward to answering that question, and, more importantly, I look for- 
ward to engaging with this Committee in the future as we look to 
ensure that the things that we do measure are the right things and 
that you continue to question whether they are the right measures. 

Again, just like security, the measures you put in place might be 
appropriate today, but they might not be appropriate for tomorrow. 
So you have to continually refine those, and you have to be relent- 
less in your examination of those measures to ensure that you do 
keep focused on the right things. 

Senator Sasse. Thank you, sir. 

Chairman JOHNSON. Thank you. Senator Sasse. 

Admiral Neffenger, I just have to commend the President and 
the Secretary for finding such a quality individual as yourself, 
somebody who is, I think, very well qualified, very well suited for 
this position, this enormous challenge. And so I certainly want to 
tell you and voice my appreciation for your past service and for 
your willingness to serve, and I will certainly make the commit- 
ment, I think, of this Committee and for myself. A number of us 
have already voted for your confirmation out of the Commerce 
Committee. We will try and move this confirmation as quickly 
through this Committee as well as through the Senate so you can 
get on the job. 

But, again, we are just so thankful for your willingness to serve, 
and the further commitment, too, is to have this Committee here 
to have your back, to do everything we can. We will commit our- 
selves to helping you succeed in your mission of keeping this Na- 
tion safe. 

Admiral Neffenger. Thank you. 

Chairman Johnson. Thank you again, and we look forward to 
working with you in the future. 
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Admiral Neffenger. Thank you, Senator. 

Chairman Johnson. Thank you. We will seat Mr. Shapira now. 

[Pause.] 

We are going to move on to the second part of our hearing here. 
Mr. David Shapira has heen nominated to he a Governor for the 
United States Postal Service. Mr. Shapira is the chairman of the 
hoard of directors of Giant Eagle. Under his leadership, Giant 
Eagle saw huge growth, expanding from the Pittsburgh area to 
Ohio, Indiana, West Virginia, and Maryland. By comparison, the 
United States Postal Service continues to see huge losses and de- 
creasing volume, ending fiscal year (FY) 2014 with a net loss of 
$5.5 hillion. 

The United States Postal Service needs smart, creative solutions 
to counter the loss in revenue created hy changing consumer be- 
havior. The ability to expand and adapt to customer preference 
that Giant Eagle has shown is something that the Postal Service 
vitally needs. 

Mr. Shapira, welcome. We look forward to your testimony. We 
have Senator Bob Casey from Pennsylvania here who would like to 
say a few words prior to Mr. Shapira’s testimony. 

Senator Carper. Before he speaks, let me just say, Mr. Shapira, 
we do not trust Senator Casey. His word means [Laughter.] 

Chairman Johnson. That is why you were hoping Senator 
Toomey would be here. He might come. 

Senator Carper. That is right. Maybe if we wait, maybe Pat will 
show up, too. Seriously, great to see you. Bob. Thanks for coming. 
This is great. 

TESTIMONY OF THE HONORABLE ROBERT P. CASEY, JR., 

A UNITED STATES SENATOR FROM THE STATE OF 

PENNSYLVANIA 

Senator Casey. Well, I want to thank the Chairman and the 
Ranking Member for giving me this opportunity to introduce David 
Shapira. 

Mr. Chairman, you highlighted, I should say, some of his busi- 
ness background, and that is, I think, one of the most significant 
parts of his record and resume. I will not dwell on the details of 
his background, but I do want to say something about his char- 
acter, and I think that is what I will start with. 

We all know the challenges of being in elected public service. Ap- 
pointed public service comes with a lot of challenges as well. The 
process itself is a substantial challenge, and I am always amazed 
and gratified that we have people willing to put themselves for- 
ward for public service even though the process to get there to be 
confirmed or even to be considered is challenging. And I think the 
fact that David is willing to do this is an indication not just of his 
character but also his commitment to our country. 

He has been, as you mentioned, Mr. Chairman, the chief execu- 
tive officer (CEO) and chairman, from 1980 until 2012 of Giant 
Eagle. Since 2012, he has served as executive chairman of Giant 
Eagle, one of the most successful businesses that I know in Penn- 
sylvania. He graduated from Oberlin College, received his M.A. in 
economics from Stanford. We do not have a lot of that around here. 
We could use more of that with degrees in economics. 
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He is on the board of directors of the Allegheny Conference on 
Community Development, Equitable Resources Incorporated, Extra 
Mile Education Foundation, Hillel Academy of Pittsburgh, the 
Pittsburgh Cultural Trust, the Pittsburgh Symphony, United Jew- 
ish Federation, the United Way of Allegheny County, and I could 
go on and on, but I will not. He is also a member of the Carnegie- 
Mellon University Board of Trustees. 

I believe his experience and his success will be of great benefit 
to the Postal Service, serving as a member of the Board of Gov- 
ernors. But, again, I come back to his character. This is a person 
of integrity and someone who truly believes that what he is doing, 
if he were to be confirmed, would be public service. As I have often 
quoted, we have an inscription on the Finance Building in our 
State capital. It reads as follows: “All public service is a trust, 
given in faith and accepted in honor.” I think David understands 
that, that if he is given this opportunity, he accepts it with honor, 
and the best way to demonstrate that you have accepted it in that 
fashion is to do quality public service with integrity. He will do 
that, I have no doubt about that. 

So, David, we are grateful you are willing to serve, and I am hon- 
ored to be part of this nomination process for you. 

Chairman Johnson. Thank you. Senator Casey. We appreciate 
those words of support. 

I know Senator Toomey also wanted to come here, and I am not 
sure if he will make it. If he does, we will certainly offer him that 
opportunity. If not, I would ask unanimous consent that his state- 
ment of support be entered in the record. 

Senator Carper. I will not object if Mr. Casey will repeat one 
time those words inscribed in Harrisburg. What was it? “All public 
service”? 

Senator Casey. “. . . is a trust, given in faith and accepted in 
honor.” 

Senator Carper. I do not object. Thank you. 

Senator Casey. I wish they were my words, but they are in- 
scribed on a building in Harrisburg. 

Senator Carper. Those are great words. 

Chairman JOHNSON. Again, thank you. Senator Casey. 

Mr. Shapira, it is the tradition of this Committee to swear wit- 
nesses in, so if you will please rise and raise your right hand. Do 
you swear that the testimony you will give before this Committee 
will be the truth, the whole truth, and nothing but the truth, so 
help you, God? 

Mr. Shapira. I do. 

Chairman JOHNSON. Thank you very much. 

I could read your introduction, but we have already read it be- 
fore, so we will just listen to your testimony. 

TESTIMONY OF DAVID S. SHAPIRA, i TO BE A GOVERNOR, U.S. 

POSTAL SERVICE BOARD OF GOVERNORS 

Mr. Shapira. Thank you very much. Chairman Johnson. If I can 
just say I am blown away by Senator Casey coming and saying 
what he did, and I really thank you for that. 


^The prepared statement of Mr. Shapira appears in the Appendix on page 145. 
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Chairman Johnson, Ranking Member Carper and Members of 
the Committee, thank you for the honor of appearing today and for 
the privilege to be considered for nomination to the United States 
Postal Service’s Board of Governors. I want to thank President 
Obama for this honor and for the vote of confidence that it rep- 
resents. It is truly humbling, and if confirmed, I will work dili- 
gently to show that this confidence and your consent is well de- 
served. 

I also want to thank my wife, Cindy, and my family for sup- 
porting this undertaking. The responsibility and opportunity for 
national public service will require sacrifice, and if I am confirmed, 
they will be my partners. 

My family is truly my greatest gift, and nothing I have accom- 
plished would have been possible or even desirable without them. 

Senator Carper. Is she the young woman sitting behind you over 
your left shoulder? 

Mr. Shapira. She is this very young, beautiful woman, yes. 

Senator Carper. We thank you for your willingness to share 
your husband with our country. 

Mr. Shapira. Though my written testimony provides details, for 
more than 30 years I was the chairman, CEO, and president of 
Giant Eagle markets. 

Senator Carper. This is what we call the walk-on. This is the 
walk-on. 

Mr. Shapira. I really am now completely blown away. 

During that time our chain of stores grew from about 50 stores 
to over 400 stores, was doing a little bit under $10 billion in vol- 
ume and employees, about 36,000 Americans. 

I do not want to take credit for this. I was always surrounded 
by smart, capable people, and the achievement is theirs, not mine. 
Large organizations like Giant Eagle only succeed when they tap 
and inspire the talents of a diverse workforce, and I am immensely 
proud of the team that I helped to lead. 

When I stepped away from the day-to-day operations in 2013, I 
left the company in very capable hands — actually, the hands of my 
daughter, Laura, who is now the CEO, and her executive and ex- 
tended team. I have always had an interest in giving back to my 
community and have served on boards and in lay leadership posi- 
tions in a number of civic organizations over the years. However, 
since my retirement as CEO of Giant Eagle, I have been able to 
more fully pursue what I hope will be a second career in commu- 
nity service and philanthropy. I believe that such service is a foun- 
dation of our great country and is a major component of our demo- 
cratic society. 

A colleague of my father’s used to hand out business cards that 
said, “The more I give, the more I get.” Every citizen, to the extent 
that he or she is able, should look for opportunities to serve. 

Now President Obama has offered me a new opportunity, one 
with a truly national and international scope. The United States 
Postal Service epitomizes a key tenet that underlies our unique 
government of the people: the right of everyone — rich or poor, rural 
or urban, of every creed, faith, and race — to efficient, affordable, 
and reliable communications. So critically important to the Found- 
ing Fathers was this concept that they established the U.S. Post 
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Office at the Second Continental Congress of 1775, a year before 
signing the Declaration of Independence. The U.S. Postal Service 
is a conduit of commerce, political thought, and messaging. Per- 
haps most importantly, it is a bedrock to people everywhere to re- 
main connected to family, friends, community, and the greater 
world around them. Though other communications have come — dis- 
rupting the paradigm and creating new challenges and opportuni- 
ties — the mail still remains and has a significant place as an essen- 
tial government service. 

Today, however, the institution is struggling. For years now, its 
expenses have exceeded its revenue. Looking deeper, its most prof- 
itable product — First Class mail — is in decline, but it is achieving 
growth in the delivery of packages. The Post Office has undertaken 
an ambitious effort to cut costs, but it faces the real risk of degrad- 
ing service, which could leave it worse off in the long run. Its re- 
cent losses have forced it to delay needed capital investments, and 
like any well-managed enterprise, it needs to address its long-term 
liabilities, particularly retiree health benefits. 

To address these challenges, my business experience tells me 
that given the Postal Service’s size, the answer is multifaceted. It 
must preserve and enhance its current products while seeking out 
new opportunities to expand. It must look for ways to be more effi- 
cient, but also must preserve those assets which will enable it to 
have long-term growth. It needs a solid plan to address its long- 
term liabilities, but also must make near-term capital investments. 

If confirmed, I look forward to exploring these issues in much 
greater depth, and I believe that my business background, experi- 
ence, and commitment to public service can help push this work 
forward. 

Thank you. Members of the Committee, for your attention, and 
I look forward to answering your questions. 

Chairman JOHNSON. Thank you, Mr. Shapira. 

We welcome Senator Pat Toomey, and Senator Toomey has got 
a few words of support as well. Senator Toomey. 

TESTIMONY OF THE HONORABLE PATRICK J. TOOMEY, 

A UNITED STATES SENATOR FROM THE STATE OF 

PENNSYLVANIA 

Senator Toomey. I do. Thank you very much. Chairman Johnson 
and Ranking Member Carper. I appreciate your giving me this 
chance. I apologize that I was not here at the beginning, but you 
know there is a rule in the Senate that requires conflicting simul- 
taneously scheduled meetings. But it is a pleasure for me to be 
here and to just say a few words on behalf of Mr. Shapira with re- 
spect to his nomination to be a Governor of the U.S. Postal Service. 

I will be brief, but, first of all, let me just say the Postal Service 
and the United States are very fortunate that a man of his accom- 
plishments and his capabilities is willing to serve in this capacity. 
I am delighted that he is willing to do this. We will benefit enor- 
mously from his wisdom, his experience, and the very hard work 
that I know he will do here. 

I think Mr. Shapira was far too modest in describing his accom- 
plishments in guiding Giant Eagle from what started as a very 
small chain with several other families and has become a very 
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large business, employing tens of thousands of people and really 
doing great work. 

In addition, David has served on numerous corporate and univer- 
sity boards from which he has developed a terrific range of experi- 
ences and really acquired great knowledge about so many different 
business activities and models. 

His philanthropic work with his wife, Cindy, has been absolutely 
terrific and very important, especially in western Pennsylvania and 
beyond. So I just think that David Shapira just represents the best 
that Pennsylvania and Pittsburgh has to offer this country. He is 
an extremely talented and accomplished business and philan- 
thropic leader, and we are just very fortunate to have his services, 
and I fully support his confirmation. 

Chairman JOHNSON. Well, thank you. Senator Toomey and Sen- 
ator Casey, again for taking time to offer those words of support 
to the nominee. 

Mr. Shapira, it is also the tradition of this Committee to ask a 
series of questions prior to my questions. We will allow the Sen- 
ators to retreat. 

Let me start with: Is there anything you are aware of in your 
background that might present a conflict of interest with the duties 
of the office to which you have been nominated? 

Mr. Shapira. No, and if anything should arise, I would recuse 
myself from any possible decisions about that. 

Chairman JOHNSON. OK. Thank you. 

Do you know of anything, personal or otherwise, that would in 
any way prevent you from fully and honorably discharging the re- 
sponsibilities of the office to which you have been nominated? 

Mr. Shapira. No. 

Chairman JOHNSON. Do you agree without reservation to comply 
with any request or summons to appear and testify before any duly 
constituted Committee of Congress if you are confirmed? 

Mr. Shapira. Yes. 

Chairman JOHNSON. OK. Thank you. 

So, Mr. Shapira, I am obviously intrigued by your business back- 
ground. I started my business in 1979. You started a year later. 
You just did a whole lot better than I did. So obviously you have 
some real talents. 

You talked about new opportunities for the post office. Can you 
tell me your concern — or whether you are concerned or not con- 
cerned about the postal system competing with the private sector 
and how you would try and set up guidelines if you have concerns? 

Mr. Shapira. Let me answer that question with a little bit of 
background. As I was getting prepared for this hearing, I realized 
that during my career at Giant Eagle, we faced a situation which 
I think is very — we faced then and continue to face, actually, a sit- 
uation which is very similar to what the post office does, and that 
is, the rise of new competitors and new technologies which threat- 
ened various parts of our business. In the Giant Eagle case, some- 
thing that most people would not think about, but there has been 
an enormous lifestyle shift from eating at home to eating out, and 
in the supermarket business, we serve food to eat at home. So 
every meal that switches from the home to a restaurant takes busi- 
ness away from us. 
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So the way we adapted to that was to continue to do what we 
did, but also to begin to diversify what we sold. And as I was say- 
ing at the staff hearing yesterday, or Monday, we started going 
into new businesses but within our stores, so that not only did the 
new business bring in revenue, but the fact that we had the new 
business reinforced the old business. 

Some examples of that are getting into the business like phar- 
macy. When I started in the supermarket business, there really 
was no such thing as pharmacies in supermarkets, and today, well. 
Giant Eagle in particular, but really all good supermarkets have 
very successful pharmacies. 

A second example of that is gasoline. Who ever would have imag- 
ined that you would get your gas at the same place you get your 
groceries? 

I think the post office has the same kind of problem. It has a se- 
vere technological threat and competitive threat to its best product, 
which is First Class mail. I think the way to defend that is to con- 
tinuously try to improve First Class mail, but also to develop other 
products which can bring in revenue and hopefully reinforce the 
use of First Class mail at the same time. 

Actually, as I look at what the post office has been doing, it actu- 
ally has been doing those things, so I do not think it needs a rad- 
ical change. I think it needs an emphasis on continuing to change 
its format over time. 

In terms of competing with private businesses, or at least non- 
governmental businesses, I guess is the right word, which I think 
is the essence of your question, it is a very interesting question. 
The post office has a mission; it needs to carry out the mission. Its 
competitors have a different mission. That gives them certain ad- 
vantages and certain disadvantages. And, clearly, the post office 
competes against them as they compete against the post office, and, 
frankly, I think competition is a good thing. So I am in favor of see- 
ing new products and being aggressive about building the business 
model. 

Chairman JOHNSON. OK. Having been in the business world, I 
imagine you have done a lot of strategic planning. I certainly have 
and found great value in business, we call it strengths, weaknesses, 
opportunities, and threats “(SWOT) analysis.” People are not really 
familiar with that here in Washington, D.C. I am pretty sure you 
are: strengths, weaknesses, opportunities, and threats. 

Can you just kind of go through in your mind a quick SWOT 
analysis of the postal system? Let us start with strengths. What 
are the primary strengths of the Postal Service? 

Mr. Shapira. Well, the primary strengths are the system and the 
employees and the history. The post office has a system which calls 
on every single address every day. That is an enormous strength. 

A second strength is brand equity. Everyone understands the 
post office. Everyone understands how to mail a letter, how you go 
about getting a stamp, putting it on. In this case, brand equity is 
sort of an institutional memory, not only of the post office but the 
whole population of the country. 

Well, the weaknesses are several things. One is I think the post 
office is constrained from operating as efficiently as it might by 
law. So an example of that is the necessity to pre-fund the retiree 
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health benefits, which is something that I am not aware of any 
other company or institution that does. 

And a second weakness is it is in some ways constrained from 
introducing new products. My understanding is that the law says 
that the post office cannot introduce a new product that does not 
use the post box, the mailbox. In days like today where technology 
is changing so quickly, the inability to adapt to changing tech- 
nology is a big weakness. And, of course, it is a huge threat. The 
threat of the Internet in terms of First Class mail or even actually 
Second Class, bulk mail, is enormous. And I know as a company 
like Giant Eagle, we are trying to move as fast as we can to send- 
ing out our communications with the public over the Internet be- 
cause it is so much cheaper. 

Now, it is not so easy to do, which is a big strength of the post 
office. So while it is nice to dream about it, it cannot just carry it 
off. 

I am sure I am leaving some out, but those are the strengths and 
weaknesses. 

The threat is, I think, a number of things. Clearly, technology is 
an enormous threat. Actually, it is a threat to any kind of business 
at any time. So one reason I am happy I am retired these days is 
because technology is changing so fast, it is very hard to keep up 
with. 

And I think the other threat is the constraints that are put on 
by law and by the political system. 

The opportunities are enormous. The need to get information 
from one place to another is only going to grow. We are an increas- 
ingly interconnected world, and the question is: How can the post 
office adapt to the changes in the need to accomplish that task? 

My experience says that whenever there is disruption like there 
is today, it is an enormous threat, and it is also an enormous op- 
portunity, and the question is: Can the post office figure out how 
to take advantage of that? 

Chairman JOHNSON. OK. Thank you. Senator Carper. 

Senator Carper. Thanks, Mr. Chairman. 

Again, very nice to have a chance to meet with you and to meet 
Cindy as well. I used a basketball term yesterday, Mr. Chairman, 
talking with Mr. Shapira about the role that his wife played in en- 
couraging him to let his name be put forward by the President, and 
I described her role as “getting an assist on the play.” So we thank 
you for your encouragement, Cindy, and for your willingness to let 
Mr. Shapira serve. 

I was born in Beckley, West Virginia, a coal mining town in 
southern West Virginia, south of Charleston, and I was back there 
a couple of months ago for a funeral of my 98-year-old Aunt Hazel, 
and she was married to my mother’s oldest brother. And back in 
about 1950, he started a little supermarket in Beckley, West Vir- 
ginia, on Harper Road, right off the turnpike. It is called Patton’s 
Market. And they sold groceries and gasoline. Sounds familiar, 
huh? They were ahead of their time. 

Mr. Shapira. Everything that goes around comes around. 

Senator Carper. There you go. And as I grew up in Virginia, in 
Danville, and Roanoke. But I would go back in the summers with 
my sister just to be with our grandparents, our cousins, and I 
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would work at — a little bit, not a lot, but summers at that Mom- 
and-Pop supermarket. My uncle died, sadly, early. But his brother, 
my Uncle Jim, and his wife, Nell, took it over. And down the road 
from them on Harper Road, a Kroger opened up. People said, “Pat- 
ton’s Market is doomed.” But they were not. And then later on, I 
think an A&P opened up, and people said, “Patton’s Market is 
doomed.” But they were not. And they continued to do reasonably 
well right up until my aunt and uncle reached retirement age. 
They worked hard. It was not easy. They did not have a chain of 
Mom-and-Pop supermarkets, but they had theirs. 

Over time they changed the way they did business to adjust to 
the competition that they had just down the road. They offered peo- 
ple the chance to buy food on credit. Folks wanted to have groceries 
delivered. They delivered. My grandfather was a butcher. He had 
Parkinson’s disease. His hands would shake just like this. And he 
drove those mountain roads until he was 81 to go into that butcher 
shop and cutting meat. When he was in the shop, his hands were 
steady like a rock. It was an amazing transformation that he would 
go through. But if people wanted a special cut of meat, they got it. 
If folks wanted produce, they got it. The folks who walked in that 
store, the staff knew the names of the people that were coming in, 
even their children. 

They continued to be a little supermarket, but over time they be- 
came a catering service as well. And you mentioned people changed 
the way that they eat, and they decided, well, if you want to have 
somebody prepare your food, we will help with that. 

I learned so much from my aunt and uncle and from their busi- 
ness in terms of customer service and being a servant. Our job is 
to serve. Our job here is to serve. Talk about the lessons, the life 
lessons that you have learned from starting and growing your busi- 
ness that might be appropriate or applicable to the post that you 
have been nominated for. And thank you for letting me tell my life 
story through my aunt and uncle. 

Mr. Shapira. Thank you for the question. That is a great ques- 
tion. At Giant Eagle, we believe that we serve four constituencies, 
and the four constituencies are: our customers, our team members 
or employees, the communities we live in, and our shareholders. 
And when I talk about this, I like to say that those four are not 
in any particular order except for the last one. That does not mean 
that we do not think our shareholders are important. Obviously, 
they are important, and we know that we have to make money and 
we have to grow the business and we have to pay dividends. Other- 
wise, the shareholders will say, “We do not need you.” 

So why do I say the other three are more important? The reason 
is we take a long-run view of our business, and we think if we 
serve those other three constituencies well and that we are good, 
financially responsible business people, that in the long run the 
shareholders will be better off. And, of course, so will everybody 
else in all those constituencies. 

I think in an organization like the post office, which is a little 
different because in this case the customers actually are the share- 
holders — we are all the shareholders — ^but I think if we concentrate 
on serving our customers, taking care of the workforce and making 
sure that the workforce is well trained, well motivated, under- 
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stands why they are here — it was interesting listening to the Admi- 
ral, who I thought spoke beautifully on this subject. If we remem- 
ber that part of our mission is to serve communities, big or small, 
near or far, and if we are free from some of the constraints that 
we operate under, the post office can be very successful and adapt 
over time and change. 

Senator Carper. I should know the answer to this question, but 
I do not, so I will ask it. In the Postal Service, there are four labor 
unions that are organized and represent different employees and 
employee groups within the Postal Service. And we have the oppor- 
tunity to work with them, and the Board of Governors, the folks 
who are leaders at the Postal Service have the opportunity to work 
with them as well. And I find them to be more often than not con- 
structive and trying to be helpful to enable the Postal Service to 
survive and thrive and go on to serve us for hundreds more years 
in this country. 

I do not know to what extent you in your business have had a 
chance to work with collective bargaining units, but if you have, 
could you share with us some of what you have learned from that 
that might be helpful for the Postal Service? And if you have not, 
then just any observations you might have with that in mind. 

Mr. Shapira. Well, we have. Giant Eagle is a union company. We 
have some small non-union operations, but basically we are union 
company. We have dozens of different union contracts. I think deal- 
ing with — assuming that the unions have reasonably good leader- 
ship, then in many ways it is better to be a union company. It gives 
you an ability to communicate with people that you do not nec- 
essarily have if you are non-union. 

If the union has bad leadership, it is a different — ^but my view 
on dealing with employees is you have to respect them, you have 
to listen to them, you have to get feedback from them. You have 
to include them in the process. You have to train them. I will par- 
rot some of the things that the Admiral said. You have to have a 
clear mission. You have to explain it to people. When there is a 
problem, you have to be open and honest about what the problem 
is. You have to make people understand what the problem is. And 
my experience is that in most cases — not all, but in most cases, you 
can — unions are cooperative and can help solve the problem. But, 
of course, you have to respect their point of view, too. 

It takes me back to when I talked about our constituencies. One 
of the most important constituency is the employees, and the union 
represents the employees, and so you should respect it, just like 
you would if they were not in the union, actually. 

Senator Carper. Thanks. 

Chairman JOHNSON. Thank you. Senator Carper. 

Mr. Shapira, have you really studied the financial situation of 
the post office? Are you pretty well versed in that? 

Mr. Shapira. When you use the words “really studied,” I would 
say no. 

Chairman JOHNSON. Casually studied? 

Mr. Shapira. Well, more than casually. I did prepare for this, 
and so I would say I am reasonably familiar with it. 

Chairman JOHNSON. So I am an accountant with a business 
background. I find it rather confusing. Do you find what prepara- 
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tion you had for this or what you have looked at as relatively con- 
fusing? Or do you think it is pretty straightforward? 

Mr. Shapira. Both. But, when you look at the pre-funding re- 
quirement of the retirement health benefits, that seems to me to 
be very straightforward. And, in fact, it is, what essentially goes on 
is we put a debit against our earnings for the amount. We put it 
in our debit balance, and then we do not pay. 

Chairman JOHNSON. Right. 

Mr. Shapira. And so it is like a joke. 

Chairman JOHNSON. So it is a debt that is owed to the Federal 
Government. It is really not pre-funded. It is pre-funded only to the 
extent that now you have a liability of the post office to the Federal 
Government. It is just one of the liabilities. 

Mr. Shapira. It is just one of the liabilities, right. There are pen- 
sion liabilities. I mean, there are all kinds of liabilities. But the 
pre-funding of the retirement benefits and the connection of it to 
whether the employees have to use Medicare seems to me that that 
should be an obvious and very easy fix. And in looking at the finan- 
cial statement, the pre-funding is just very slightly smaller than 
the loss, the total loss to the system. So if the pre-funding were 
eliminated, we would not be losing money — well, we would still be 
losing money, but not very much. 

Chairman JOHNSON. But we still would have this overhang of 
about $100 billion of unfunded liability. I have looked at the bal- 
ance sheet as best I can reconstruct it in something close to the 
Generally Accepted Accounting Principles (GAAP) versus other 
large bankruptcies, and it looks like a bankrupt entity to me. Do 
you have a similar type of conclusion? 

Mr. Shapira. If you just took a straight up and down look, it 
seems like we are bankrupt. But the liabilities are actually paid 
out over many years. This is a discounted value of the future liabil- 
ities. So, bankruptcy, you can look at a balance sheet and say you 
are bankrupt, or you can look at a cash-flow statement and say you 
are bankrupt. In a cash-flow statement, I do not believe we are 
bankrupt. And so the question is — ^by the way, this is not just the 
post office question. This is a question for private industry. This is 
a question for the government. It is particularly true in pension li- 
abilities. We have these enormous pension liabilities, and the ques- 
tion is: What are we going to do about it? 

I do not think we are bankrupt in the sense that I think we still 
have time to deal with it. But we are bankrupt in the sense that 
if we do not deal with it, it is clear what the end is going to be. 
So I think it is a matter of definition of what your terms are, but 
it is clearly a serious problem and one that — I do not want to say 
all — I know Giant Eagle faces it. We are members of collective bar- 
gaining agreements that have employer joint pension funds where 
the funds are horribly underwater. They are on, I think it is called, 
a “red list.” And the question is: What are you going to do about 
it? We clearly have to face up to the problem. 

Chairman Johnson. I think the problem is — and Senator Carper 
led the way with Senator Tom Coburn, trying to come to some po- 
litical resolution to this, which was not successful. You spoke about 
all the constraints on the post office, constraints because Congress 
is trying to in some way, shape, or form manage and direct what 
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should be — I think the goal was to make the post office a more au- 
tonomous type of organization, but they do not have that auton- 
omy, both operationally or financially. So the American taxpayer in 
the end is still on the hook for this. 

If you read the Constitution — and I realize the post office is an 
enumerated power, but it is pretty basic — it says in Article I, Sec- 
tion 8, “to establish post offices and post roads.” Do you think it 
is really a governmental imperative or constitutional imperative 
that no matter what the post office is, we have to maintain a post 
office as opposed to we have to perform the constitutional duty of 
delivering mail? And when the delivery of mail becomes, less and 
less vital and becomes more and more obsolete because of tech- 
nology, do we have to come up with different things for the post 
office to do just to have a post office, even if it is way outside the 
mission of delivering mail? 

Mr. Shapira. That is a wonderful question, which I am not sure 
I know the answer to. But I would say this: There is a big question 
within your question, which is: What is the definition of delivering 
the mail? It does not say you have to deliver the mail two times 
a day, seven times a week. It says you have to deliver the mail. 
Does that mean every day? Does it mean every other day? Does it 
mean two times a day? 

The function is important. The question of how we define the 
function is also very important. So it seems to me that the answer 
to your question, you would really have to define what it is we 
want to maintain, and general terms are not very helpful in doing 
that, which I think is what causes the controversy. 

Chairman JOHNSON. Well, and I completely agree with you. We 
need to define what the post office should do. What is the constitu- 
tional enumerated power of it? And we really need to ask ourselves 
a serious question with a bankrupt organization. Do we need to 
maintain this organization at all cost and have it expand into dif- 
ferent areas that just might compete with the private sector compa- 
nies with an implicit taxpayer guarantee, with the taxpayers on 
the hook for growing liabilities? I think these are very serious ques- 
tions that the Board of Governors is going to have to be asking 
themselves, and Congress, we have to ask ourselves the same ques- 
tions. But, again, I appreciate your answer. 

Mr. Shapira. Senator, can I just add to that? This is the first 
time I have ever been in a hearing like this. I have seen them on 
television, but I was fascinated by the questions of the Admiral, 
who was sitting here before me, and it was obvious to me you were 
all impressed, and I was equally impressed with the kind of an- 
swers he gave. 

One of the things I really liked about the questions and answers 
was the willingness of the Committee to have his back and at least 
what appeared to be the desire on both sides, his side and the 
Committee’s side, to cooperate on helping to solve the problem. 

My view of the post office is that the post office cannot solve 
these problems itself It needs you, it needs the Congress. There 
are laws established here. You have to follow the laws. And there 
needs to be a cooperative solution to the problem. That is obviously 
difficult because different people have different political views, but 
I like to take the attitude that there are no problems that are 
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unsolvable if you have good people with common objectives who are 
trying to solve it, although it would not — I do not think it would 
be me who would be interacting with the Committee, although 
maybe it would be. I think the cooperation of this Committee and 
the post office is crucial to solving these problems. 

Chairman Johnson. First of all, I completely agree. And, again, 
coming from a manufacturing background, I have solved a lot of 
problems, and there is a process you go through. And it starts with 
the definition of the problem, defining what it is you are trying to 
accomplish, laying out the reality of the situation, which is why I 
was asking your understanding of the financial situation of the 
post office, which, trust me, in the political environment gets all 
jumbled up and people do not really, I do not think, completely un- 
derstand. I am having a hard time, and, again, I am a trained ac- 
countant. I have been in business a long time. I have looked at a 
lot of balance sheets, and it is still confusing to me. I am getting 
a little bit better handle on it, but, again, it starts with the reality 
of the situation, then based on that defining the problem, defining 
exactly what the achievable goal is. Then you start setting strate- 
gies. I think we oftentimes bypass that process, and I think that 
is what you are hearing in the earlier part of our Committee hear- 
ing, is we were really trying to get to what was the definition of 
the problem. Are we admitting we are having one? Are we looking 
at this honestly? And that is what we need to do in the post office 
as well. 

So, again, I really appreciate the fact you have this business 
background, highly successful, I think you are going to have the 
right type of mind. You are answering the questions from my 
standpoint exactly correctly. What is the definition? But we have 
to ask the right questions. 

So, again, I appreciate the input, and we absolutely want to co- 
operate with the Board of Governors and the Postmaster General. 
This is a big problem, and it has not been fixed. I have real ques- 
tions whether or not we can resolve this through a political process 
because we have not been able to do that in the past. 

But, again, I know Senator Carper is highly dedicated to this. He 
has done a lot of work on it, and I have certainly supported his ef- 
forts in the past and want to support his efforts in the future. Sen- 
ator Carper. 

Senator Carper. Thanks. Thanks, Mr. Chairman. Thanks for 
your support and for what you just said. 

In terms of what is the role of the Postal Service, what should 
it be, and what should our role be vis-a-vis the Postal Service, I 
look back to Abraham Lincoln, who was once asked, “What is the 
role of government in our lives?” And he said, “The role of govern- 
ment is to do for the people what they cannot do for themselves.” 

Now, there is actually a constitutional stipulation that we have 
a Postal Service, and one of the reasons why we have it is because 
our forefathers said, if we are going to have this experiment, this 
experiment called the United States of America, it might be helpful 
if we could communicate to the far reaches of the country, however 
large we grow to be, it might be important for us to be able to fa- 
cilitate commerce, and maybe the Postal Service in other countries 
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has been helpful, and maybe we can find a helpful role for them 
in this country. 

As you have said in your own business, over time the demand 
of your customers has changed, the needs of your customers have 
changed, and your business has changed to meet those. And I think 
the same is true with the Postal Service. 

Some of the folks that we work with — we are an enabler. I think 
the Congress is an enabler. The Chairman has heard me talk about 
one of my last trips down to Honduras, a place that I soon hope 
to visit with him, and we are trying to figure out why are all these 
people coming up here to the United States trying to get into our 
country from Honduras, Guatemala, El Salvador, and it is because 
they live very difficult lives, which we contribute directly to making 
even more difficult. 

But my last time down in Honduras, I was at a press conference, 
and at the end we were asked a bunch of questions by the press 
there, and one of the things I said to them, I told them, I said, “Do 
you guys in Honduras have Home Depots?” And they said, “We 
have them. Tenemos. We have them.” And I said, “We have them 
in America, too.” And their advertising, the way they advertise in 
America for years has been — here is Home Depot’s advertising: 
Wou can do it. We can help.” 

And I said to the folks in Honduras that day, I said, “You can 
do it. We can help.” Just like Colombia, Plan Colombia helped pull 
them back from the brink. I said, ‘You can do this.” We can help 
with the Alliance for Prosperity that they have adopted with three 
countries. 

I think the same is true with the Postal Service. I think the Post- 
al Service can do it. There is a need for the services to be offered. 
FedEx, UPS — they do not want to deliver packages to every door 
in America every day. They would lose their shirts. The Postal 
Service is already going to those doors, those mailboxes is a nice 
piece of business for the Postal Service, and they can work out a 
deal with FedEx and UPS to help fly and move some of the Postal 
Service’s products around the country. So one hand sort of washes 
the other. 

The issue that a lot of people keep coming back to is the issue 
of the unfunded liability for retiree health care, and the question 
is: Is it a real liability? I think it is. And my last year as Governor, 
we were up in New York meeting with the folks from Moody’s, 
Standard & Poor, and Fitch trying to get a AAA credit rating. Our 
State had never had a AAA credit rating. And we had done 8 years 
of balanced budgets, 7 years we cut taxes, we paid down some of 
our debt, strong employment numbers. And we went and really 
made the case in my last year as Governor for a AAA credit rating. 
And lo and behold, all three of them across the board gave us AAA 
the first time, and we still have it. 

But they said to us at the time, they said, “You have a liability 
that you are not addressing.” And I said, “What is that?” When I 
became State treasurer, when Pete du Pont was elected Governor, 
we had no money in our pension fund for our employees, for our 
retirees. None. We used to sell revenue anticipation of those taxes, 
and revenue anticipation to raise money to be able to make pension 
checks every payment every month. And we fixed that, fully fund- 
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ed, amortized, like in 10 years took care of it. But they said to us, 
they said, “You have all this big liability for your retiree health 
care, and you have not set aside any money.” They said, ‘You need 
to do something about that.” They still gave us a AAA credit rat- 
ing, but they said, ‘You have got to address this.” And we began 
to, and the State of Delaware continues to try to address that. So 
it is a real liability. 

But in order to get President Bush to sign into law the 2007 
postal legislation, the Postal Service not only had to recognize that 
liability, but they had to pay it off over like 10 years, which is — 
I do not know of any company in America that has been asked to 
do something that aggressively. 

When you look at the liability, the money that the Postal Service 
pays into the Medicare Trust Fund is greater, I believe, than any 
other employer in America. They pay more money into the Medi- 
care Trust Fund than any other employer. They do not get full 
value for what they pay. And most postal retirees 65 and over sign 
up for Medicare Part A. A majority sign up for Part B. I think al- 
most none, maybe none, sign up for Medicare Part D, the prescrip- 
tion drug program. And so the Postal Service is — in effect, by over- 
paying into Medicare, they are actually subsidizing their competi- 
tors so that they can underpay. 

My wife retired from DuPont when she turned 65. She still only 
looks 45, but when she turned 65, folks at Medicare reached out 
to her and said, “Martha, we love you, but by the way, you are 
going to have to sign up for Medicare Part A, Part B, Part D. We 
will provide wrap-around coverage for you.” And not just DuPont 
did that, but all kinds of employers in the country do that when 
their retirees reach 65. The Postal Service cannot do that. 

And one of the best things, the most important things that we 
can do is to fix this issue. We still have the liability. It still must 
be met. But we ought to level the playing field, and that is part 
of our enabling responsibility. 

Let me ask a question after I have given that diatribe there. Let 
me ask a question about — the Postal Service continues to try and 
reduce costs while also maintaining fast and reliable service and 
growing its business, and here is the question: How would you as 
a member of the Board of Governors try to find the right balance 
on this challenge, maintaining fast and reliable service and grow- 
ing your business? It is a little bit like some of the questions we 
asked the Admiral. 

Mr. Shapira. I think it is the responsibility of all businesses to 
keep their costs as low as possible, but I also have a very strong 
belief that you cannot cut costs and make yourself successful in the 
long run. You have to grow revenue. So the concept that we can 
cut our costs to become profitable, while I believe it is important 
to cut costs, to me it is a doomed strategy. You need to be able to 
look at a growing business to be successful, and if you cannot do 
that, then cutting costs works in the short run. But, you can only 
cut them so far, and what inevitably happens is you cut costs and 
it starts affecting the service, and the sales go down even more. 

So my view is absolutely pay attention that costs be as efficient 
as you can, but it is not a successful business strategy in and of 
itself You have to have a strategy that grows the top line. 
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Senator Carper. Mr. Chairman, one of the things that Mr. 
Shapira and I talked about yesterday on the phone was one of the 
roundtables that we have held. One of the three roundtables we 
have held dealt with — and we invited a bunch of folks to come in, 
one from the Postal Service, others from different walks of life, cus- 
tomers and so forth of the Postal Service. And we just asked them, 
“Well, what are your ideas for growing business? Where are some 
opportunities out there?” I was delighted to hear how many cre- 
ative ideas there are, and this was just scratching the surface. 

So I think you cannot be just cut, cut, cut. The Postal Service has 
reduced I think by almost half the number of full-time employees 
that they have over the last dozen or so years. They reduced by 
half the number of mail processing centers that they have in this 
country. They want to trim that back further. They reduced by a 
third the number of full-time post offices around the country. They 
have done a lot of rightsizing, and part of — now it is — before, it was 
to help them in ways like the pre-retirement pension liability, 
make it more fair, and — but there are some great opportunities 
here. We are going to have fun fixing this. And I look forward to 
doing that. 

Some of the best lessons I have learned in my life are from my 
failures, not so much from my successes. And I have had plenty of 
failures. I think probably if we are honest, we would all say that 
we have. But when you look back at some of the lessons you may 
have learned, for example, the dissolution and the bankruptcy of 
your company’s former subsidiary — was it Phar-Mor? Was that 
what it was called? Could you just maybe give us an idea or two 
what you learned from that and if there are any lessons from that 
experience that might be applicable here? 

Mr. Shapira. I learned so much from that it would take me an 
hour to 

Senator Carper. Well, we do not have that long. 

Mr. Shapira. Right. I did not figure you did. 

In the first place, I agree with you. I actually have come to the 
conclusion that if one is looking at success, however one might de- 
fine it, the biggest successes come from having failures and then 
recovering from them. And one of the things I learned from the 
Phar-Mor debacle — I cannot call it anything other than that — was 
that you can recover. You have to keep your eye on the ball. You 
have to fight your way out of whatever problem you are in, and 
then you have to take the lessons that you have learned from that 
and apply them as you go forward in the future. 

So just as an example, Phar-Mor’s failure, which not only bank- 
rupted Phar-Mor but came very close to bankrupting Giant Eagle 
as well, caused Giant Eagle to be a much more focused manager 
on the bottom line, building assets, cutting debt, and being a much 
more secure and safe company. So I do not have any doubt that 
having gone through Phar-Mor, that changed the way we managed 
Giant Eagle. 

The second thing I learned — which, as an accountant. Senator, 
you will know this — is that one of the things you are always look- 
ing for is fraud. And every accountant I have ever talked to, when 
you talk about fraud, they say, “If you get a conspiracy of just a 
few key people, it is very hard to detect.” And that is actually what 
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happened at Phar-Mor. The whole conspiracy was four people. And 
so one of the things that I have become much more vigilant about 
since then is looking at the financial statements, looking at how 
they pulled off the fraud at Phar-Mor, and asking. Is there any- 
thing that is going on in our current company that is anything like 
that? 

And I have actually taken and applied that in a larger sense 
wherever I am, either as a director or as a chief executive. When- 
ever something goes wrong in a company that is like ours, the first 
thing I do is I call in the top executives, and I say, the first thing 
is, “Let us thank God it was not us. And in the second place, let 
us find out what happened and why it happened and if we are vul- 
nerable to that.” 

The last thing I have learned is — well, I have learned lots of 
things, but I have often wondered to myself how did I survive that 
crisis. I mean, I was the chief executive. It was a very natural 
question to ask: Did he know? Should he have known? et cetera. 
And I know myself that when you read about one of these frauds, 
the first thing everyone assumes is the chief executive must have 
known. Well, I did not know. I was the one who discovered the 
fraud, actually, but what I learned is the most important thing is 
to really be totally honest and open all the time and to make sure 
that when there is bad news, you do not make any effort to hide 
it and that it comes from you. 

I think taking that and applying it to the situation at the post 
office — there is a lot of bad news at the post office, and I think we 
ought to recognize the bad news, and we ought to try and figure 
out — I mean, you are never going to deal with it unless you recog- 
nize it. And then we ought to try and come up with plans that say, 
OK, this situation is bad, that situation I bad, how are we going 
to deal with it? 

To me, if you identify what the problems are, no matter what 
people’s going-in assumptions are, you can — if you can get them to 
understand the problems, you can generally get them to agree on 
solutions, assuming there are solutions. But the solutions are often 
very tough and require changes that a lot of people do not want 
to make. So if you want to accomplish those kinds of changes, peo- 
ple have to have a shared understanding of the problem. 

Senator Carper. Thank you very much. 

Mr. Chairman, we have been blessed this morning by the testi- 
mony of two nominees who I think are exceptional, and I will close 
where I started off here. We are lucky that you are willing to do 
this and that Cindy is willing to give you up to serve the people 
of our country. 

The last quick thing I would say, innovation, just to go back, the 
legislation that Dr. Coburn and I worked on had a big focus on in- 
novation, trying to foster innovation, encourage innovation. And 
the other four people that have been nominated as Governors by 
the President to serve, a couple of them are really good on the in- 
novation front as well. And my hope is that the legislation that we 
pass will have some thoughtful provisions that deal with innova- 
tion, fostering innovation, and hope that we will have a chance to 
work with you on that — and, frankly, a lot of other things. 
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I am way over my time. Thanks very much for your patience, Mr. 
Chairman. 

Chairman JOHNSON. Thank you, Senator Carper. 

Mr. Shapira, I will tell you one thing right off the bat. The solu- 
tions for the Postal Service and for the fiscal situation of this coun- 
try will not be easy. So I just want to thank you for, again, coming 
here, for your testimony, your willingness to serve. I want to thank 
you for being an example of a great American, someone who is 
serving your community, your State, your Nation by doing what 
Americans do: aspiring, building something, building something 
successfully, obviously with some adversity. 

Unfortunately, in today’s society we too often demonize and 
demagogue people that are trying hard, building businesses, cre- 
ating great jobs. We need to celebrate that success, and, I celebrate 
it with you, and I appreciate your willingness to serve in this ca- 
pacity. And I thank your wife for being by your side here in this 
service. 

Again, I look forward to moving this nomination through as 
quickly as possible so that we can get the Board of Governors oper- 
ating under regular order. 

The nominees have filed responses to biographical and financial 
questionnaires, answered prehearing questions submitted by the 
Committee, and had their financial statements reviewed by the Of- 
fice of Government Ethics (OGE). Without objection, this informa- 
tion, together with my written opening statement, will be made 
part of the hearing record, with the exception of the financial data, 
which are on file and available for public inspection in the Com- 
mittee offices. 

This hearing record will remain open until noon tomorrow, June 
11, at 12 p.m., for the submission of statements and questions for 
the record. 

This hearing is adjourned. 

Mr. Shapira. Senator, thank you very much. 

Chairman JOHNSON. You are welcome. 

[Whereupon, at 11:30 a.m., the Committee was adjourned.] 
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Opening Statement of Chairman Ron Johnson 

“Nomination of Peter V. Neffenger to be Assistant Secretary (TSA), 
U.S. Department of Homeland Security, and David S. Shapira to be 
Governor, U.S. Postal Service" 

June 10, 2015 

As prepared for delivery. 

Good morning and welcome. 

We have convened this hearing to consider the nomination of Vice Admiral Peter V. 
Neffenger to be the next administrator of the Transportation Security Administration 
(TSA). 

Today's hearing will provide members of the committee an opportunity to address their 
concerns with recent TSA shortcomings and to ask the nominee how, if he is confirmed, he 
plans to address the challenges currently facing the TSA, 

just yesterday, this committee heard troubling testimony from current TSA employees and 
Department of Homeland Security Inspector General |ohn Roth. The testimony of these 
witnesses coupled with recent reports produced by the Government Accountability Office 
and reporting by the news media have raised questions about the TSA’s ability to execute 
its security mission. 

In order to stay ahead of criminals and terrorists, the agency needs strong leadership 
capable of improving the TSA’s security posture. The next TSA administrator will have the 
difficult task of addressing waste, low employee morale, and potential vulnerabilities that 
exist in programs and technologies. 

Vice Admiral Neffenger currently serves as the vice commandant of the United States Coast 
Guard, During his 34 years of service, he has held various substantial leadership 
positions. For example, he served as commander of the Ninth Coast Guard District, where 
he was responsible for Coast Guard operations throughout the five Great Lakes and helped 
secure over 1,500 miles of the U.S. -Canada border. In addition, he served as deputy 
national incident commander during the 2010 Deepwater Horizon oil spill in the Gulf of 
Mexico. 

1 thank Vice Admiral Neffenger for his testimony and look forward to a frank discussion of 
his vision to improve TSA operations. 

Today we will also consider the nomination of David S. Shapira to be a governor of the 
United States Postal Service. It is unfortunate that while the United States Postal Service is 
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suffering huge losses and decreasing volume, the Board of Governors has been operating 
without a quorum. Last month, this committee approved four other nominees to the 
board. I thank David Shapira for being here today and hope that we can get these nominees 
confirmed so the board can return to regular order. 


### 
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Statement of Ranking Member Thomas R. Carper 

"Nomination of Peter V. Neffenger to be Assistant Secretary (Transportation 
Security Administration), US. Department of Homeland Security and David S. 
Shapira to be a Governor, United States Postal Service Board of Governors ” 

June 10,2015 


As prepared for delivery: 

I thank the Chairman for scheduling this confirmation hearing for two important nominees. 

The Transportation Security Administration (TSA) has been without a Senate-confirmed leader 
since the highly-regarded John Pistole departed the agency at the end of last year. 

As we have learned from press reports, as well as from numerous briefings, and our hearing 
yesterday, TSA faces serious challenges that demand strong, permanent. Senate-confirmed 
leadership. Thankfully, the President has nominated in Vice Admiral Peter Neffenger - someone 
whom I believe can provide TSA with the kind of leader it needs right now. 

Admiral Neffenger has served as a commissioned officer in the Coast Guard since 1982, 
assuming the position of Vice Commandant in May 2014. Throughout his thirty-four year career 
in the Coast Guard, Admiral Neffenger has displayed exceptional leadership skills and the will to 
confront difficult challenges head-on. In fact. Admiral Neffenger is no stranger to crisis, having 
served as the Deputy National Incident Commander for the Deepwater Horizon oil spill. 

As DHS Inspector General John Roth said to this Committee yesterday, what TSA needs is 
someone willing to acknowledge and confront the many challenges facing the agency. And, 1 
would add that the agency also needs someone who will strive for perfection, while addressing 
the competing priorities of security and expedited travel. 

I had the opportunity to meet with Admiral Neffenger recently to discuss his desire to lead TSA 
and his vision for the agency, I came away from our meeting confident that he is the right person 
for the job, 

Following our discussion with Admiral Neffenger, we’ll consider our second nominee today, 
David Shapira, to serve as a Governor on the Postal Service’s Board of Governors. We’re 
considering this nomination at what is a very challenging time for the Postal Service. But as 
Albert Einstein said, ‘in adversity, lies opportunity,’ 

The Postal Service operates at the center of a massive printing, delivery, and logistics industry 
that employs millions of people. Even as First Class mail is lost to other forms of 
communication, the future is promising for the Postal Service in a number of other ways. 
Advertising mail is still a popular and effective option for mailers. Millions of people still look 
forward to receiving a wide range of magazines in the mail every week. E-commerce and 
package delivery are booming, making the Postal Service a vital partner for businesses large and 
small. Even the Postal Service’s traditional competitors rely on it to carry items the last mile to 
rural communities around the country. 
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1 look forward to talking to Mr. Shapira today about what he thinks needs to be done to address 
the ongoing challenges facing the Postal Service and to hear about the skills and experience that 
he will bring to the Board. As a leader of a $10 billion company with nearly 40,000 employees, 
Mr. Shapira will bring a unique business perspective to the Board of Governors that is very much 
needed. 

If confirmed, Mr. Shapira and the four other Board nominees pending before the Senate would 
double the size of the current Board. I see a real opportunity here with this new injection of talent 
to make significant progress towards strengthening our Postal Service. 

In closing, I would like to thank both of our nominees today for agreeing to take on the positions 
for which they have been nominated. I would also like to thank their families for all of their 
support. Both Admiral Neffenger and Mr. Shapira are exceptionally qualified and I urge my 
colleagues to support their nominations. 
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Statement of Vice Admiral Peter V. Neffenger 
Nominee for Administrator 
Transportation Security Administration 
U.S. Department of Homeland Security 
Before the 

Homeland Security and Governmental Affairs Committee 
United States Senate 
June 10, 2015 

Good Morning Chairman Johnson, Ranking Member Carper, and distinguished Members of the 
Committee. I am deeply privileged to appear before you today as the President's nominee to 
head the Transportation Security Administration (TSA). I am honored by the President's call to 
serve our Nation in this important leadership position and by the support of Secretary Jeh 
Johnson, who has provided strong and inspired leadership to the Department of Homeland 
Security, 

First, I would like to express my sincere appreciation to my fellow members of the United States 
Coast Guard, with whom 1 served for more than three decades of my professional life and from 
whom 1 have learned many lessons on leadership. They were and are always ready — to protect 
the maritime economy and the environment, to defend our maritime borders, and to save those in 
peril. They have inspired my service and I am eternally grateful for the opportunity to have 
worked alongside them and to have led them as they safeguard our maritime interests in the 
heartland, at the ports, at sea, and around the globe. And to the men and women of TSA, 1 want 
them to know how deeply honored 1 am to potentially join their ranks and to serve them and the 
American people in securing our Nation's transportation systems. They perform an incredibly 
important and difficult mi.ssion, one that demands constant attention to detail and vigilance while 
sustaining a high level of professionalism and respect. I have confidence in them and would be 
honored to lead them. 


1 
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As TSA pursues solutions to the challenges presented by recent and on-going covert testing, there 
are several critical concepts that must be in place to address the vulnerabilities highlighted. TSA 
must ensure the appropriate measures of effectiveness are in place to drive an institutional focus 
on the primary mission, in this case, securing aviation. There must be a culture of operational 
evolution, one that constantly questions assumptions, plans, and processes, and is able to rapidly 
field new concepts of operation, performance standards and capabilities, particularly given the 
persistent and adaptive enemy we face. Finally, delivering an effective system and earning the 
confidence of the traveling public will only come through competence, di.sciplined performance, 
and professionalism. If confirmed, I will bring this perspective and I will relentlessly pursue 
these objectives, to address the immediate challenges, and more broadly, to accomplish the 
important mission entru,sted to TSA. 

In addition, in my view, striking a balance between the demands of security and the imperatives 
of liberty will be critical. Overall, if confirmed, 1 will take on this challenge with a leadership 
perspective that has been at the core of my approach for some time, and one that has been proven 
in the crucible of the real world: a well-defined statement of the mission, clear and unequivocal 
standards of performance, training and resourcing that enable the workforce to achieve success, 
and a relentless pursuit of accountability. 

If confirmed it would be my privilege to follow in the footsteps of my longtime mentor and one of 
TSA’s first Administrators, Admiral James Loy, who was the Coast Guard Commandant from 
1998 to 2002 and TSA Administrator from 2002 to 2003. I have been similarly privileged to 
serve our Nation as a senior commissioned officer in the United States Coast Guard. During my 
nearly 34 years of active service, I have been assigned a broad variety of operational, staff and 
leadership positions culminating in my current duties as Vice Commandant and second in 
command of the Coast Guard; the Nation’s fifth armed service and premier maritime law 
enforcement agency. Each successive assignment has brought greater and more complex 
responsibilities in executing the Coast Guard’s mission to secure America’s waters and to protect 
the country against maritime threats. If confirmed, 1 will have the opportunity to apply this 
leadership experience and my iaw enforcement and security skills to one of the most challenging 
jobs in our Nation; protecting our transportation systems - especially aviation - from terrorists. 
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Since its creation after the attacks of 9/11/01, TSA has played an invaluable and pivotal role in 
securing our transportation systems from these threats. Still, more than thirteen years since, we 
face threats from terrorist groups around the world and from homegrown terrorists who are not 
affiliated with a particular network, but who, nonetheless are inspired by a message of hatred and 
violence. A persistent number of terrorist groups remain intent on striking the United States and 
the West, and we know that some of these groups are focused on commercial aviation. And, we 
must recognize that we have evolved to a new phase in the global terrorist threat. Today the 
terrorist threat is more decentralized, more diffuse, and more complex. And today’s terrorists no 
longer build bombs in secret; they have now publicized their instruction manual and are calling 
for people to use it. 

These persistent threats are TSA’s most pressing challenge. Our enemies will continually adapt, 
and so must we, TSA must leverage intelligence, technology, the experience of our front-line 
operators and our private sector partners to ensure vve employ effective, efficient and ever- 
evolving procedures to stop those who would harm us. We should pay particular attention to the 
insider threat. I’m encouraged by the thoughtful recommendations provided by the Aviation 
Security Advisory Committee and, if confirmed, will commit to closely reviewing and pursuing 
the long-term enhancements recommended. 

Retention, training and accountability are a second significant challenge facing TSA. Front-line 
managers and screeners are critical to the success of TSA, particularly in light of the screening 
operation vulnerabilities reported recently. As I stated above, a well-defined mission statement, 
clear performance standards, training and equipping that enable the workforce to achieve success, 
and a relentless pursuit of accountability are critical to address the recent operational challenges. 
Agency culture, morale and effectiveness are a direct result of consistent and career-long training, 
recognition and accountability. If confirmed, while we should further right-size our workforce 
consistent with the implementation of risk-based security principles, I will pay close attention to 
training and workforce development, to include how to leverage the TSA Academy to improve 
individual performance and to instill a greater sense of pride in the agency and its mission. 
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A related challenge to address is customer service, which is a critical success factor. TSA 
interacts with millions of travelers each day - travelers who expect efficient and effective 
screening with minimal delay, and who deserve to be treated with respect. Through my current 
career, I have routinely interacted with the public and have learned that an organization must 
continually reinforce this message of dignity and respect to embed it into an agency culture. 

A third organizational challenge for TSA is ensuring it is continually fielding the tools and 
equipment the workforce needs to address this persistent and adaptive threat today, while 
envisioning longer term the investments necessary to recapitalize and modernize security of our 
Nation’s transportation system. 

As such, if confirmed, 1 will coinmit myself to ensuring that TSA remains a high-performing, 
highly-capable counterterrorism organization that is guided by a risk-based strategy to prevent 
attacks and safeguard legitimate travel and commerce; that TSA employs a multi-layered, 
intelligence-driven operation and one that discards a one-size fits-all approach; that TSA recruits 
and retains a highly-trained workforce, one that has the opportunity for career growth and 
development while placing a premium on professional values and individual accountability to 
high standards of performance and customer service; that TSA pursues advanced capabilities with 
innovation and adaptation central to its acquisition strategy to counter evolving threats; and that 
TSA will continue to invest in and strengthen its integration in the intelligence community, in the 
private sector, with its stakeholders, and among DUS, federal, stale, and local partners. To 
protect aviation, mass transit, rail, highw'ays, ports, and pipeline systems, 1 will follow this 
strategy, engage and lead the workforce, adapt and invest appropriately, and remain focused on 
these critical success factors. 

i have a proven record of leading people and carrying out complex missions and priorities. As 
Vice Commandant of the Coast Guard, 1 serve as the Vice Service Chief, Chief Operating Officer 
and Component Acquisition Executive responsible to train, equip and organize over 50,000 men 
and women who keep our Nation’s waters safe, secure and protected. I approve and certify 
acquisition programs of record for the Service, and oversee compliance w'ith the Chief Financial 
Officer and Federal Financial Reform Act of 1990, with the Coast Guard achieving a clean audit 
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opinion for two consecutive years. 1 currently serve as the senior authority for all resource 
requests and budget submissions for the Service. 

I have an extensive background in applying the strategic principles of security to port operations 
and maritime threats, principles that translate effectively to other transportation modes. I served 
as Commander of the Ninth Coast Guard District overseeing all Coast Guard operations on the 
Great Lakes and St. Lawrence Seaway and along the Northern Border with Canada. 1 also 
commanded Sector Los Angeles-Long Beach and served as the Federal Maritime Security 
Coordinator and Captain of the Port for the Nation’s largest port complex in addition to leading 
Coast Guard operations throughout approximately 300 miles of California coast and coastal 
waters. In both commands, 1 w'orked closely with interagency and international partners, industry 
and the private sector, citizens groups and non-governmental organizations, and federal, state and 
local law enforcement to develop risk-based methods for screening vessels, cargo and people 
operating in our ports and w'aterways. 1 focused on determining highest risk commerce while 
facilitating legitimate activities. I also established one of the nation’s first interagency Area 
Maritime Security Committees which brought together leaders from industry, labor, government, 
first responder agencies and the local community to tackle the critical challenge of securing the 
vital Los Angeles and Long Beach ports and maritime approaches to the West Coast of the United 
States. 

In addition, 1 have a proven record of leading through crises. I served as Deputy National 
Incident Commander for the BP Deepwater Horizon Oil Spill in 2010 following the tragic 
explosion, the loss of eleven lives, and the sinking of the Deepwater Horizon Mobile Offshore 
Drilling Unit which precipitated the largest and longest oil spill in U.S. history. At the national 
level, I helped to ensure a coordinated, unified, whole-of-government effort to respond to the 
massive spill. 1 led over 50,000 people from federal, state and local agencies; tribal 
representatives; non-governmental organizations; and the private sector throughout five Gulf 
Coast states. I regularly briefed the President, Members of Congress, Cabinet Secretaries, state 
Governors and regional elected officials on progress and milestones, including appearing before 
Congressional Committees on multiple occasions. 


5 



56 


Finally, throughout my years of service 1 have remained aware of the need to balance desires for 
greater security with the protection of the liberties and rights we cherish as Americans, if 
confirmed, safeguarding the civil liberties and privacy interests of all Americans will remain a top 
priority. 1 look forward to partnering with this Committee on a range of initiatives to enhance the 
safety of the traveling public and to achieve this balance. 

1 applaud the work the men and women of TSA perform each and every day. It would be my 
great honor to join them and have the privilege of leading this team of committed patriots. 

In closing, I again thank President Obama and Secretary Johnson for their confidence and faith in 
my ability to lead TSA. Mr. Chairman, Ranking Member Carper, I thank you for the opportunity 
to appear before you today and 1 look forward to answering your questions. 
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HSGAC BIOGRAPHICAL QUESTIONS FOR 
EXECUTIVE NOMINEES 


1. Basic Biographical Information 


REDACTED 


Please provide the foilowing information. 


Position to Which You Have Been Nominated 




Assistant Secretary for Homeland Security, 
Transportation Security Administration 

April 28. 2015 


Current Legal Name 


First jSame 

MJdtile Name 

Last Name 

Suffix 

Peter 

Vance 

Neffenger 



1 
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Birth Year and Place 

Year of Birth 

(Do not include month and day.) 

Place Of Birth | 

1955 

Salem, OH 


Marital Status 

Check A.1I That Describe Your Current SItiiaHon: 

Never Married Married Separated Annulled Divorced Widowed 

c X o a a c 


Spouse *s Name 
(current spouse only) 


i 



Soouse 's Middle Name 

Soouse's Last Name 

Spouse’s 1 

SutTts 

Gail 

Rosemary 

Staba 



Spouse\s Other \ames I ■sal 
(current spouye arJyJ 


First Name 

i 1 

] 

Middle Name ^ 

i 1 

Last Name 

r-“ — ! 

Suffix 1 

Name Used 
■ ^ From 

■^1 i (MomhA’ear) 
(Check box if 
estimate) 

1 Name Used I'o : 
(MoQth/'Ycar) 
(Check box if j 
csumaie) j 

i 




; K« 

Kit 1 

1 

! 



: Lit 

• 

1 

Lit 
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Children *s Names (if over 18) 

N/A 

First Name 

Middle Name Last Name 

Suffu ! 











i 










2. Education 

List ail post-secondary schools attended. 


— 

School 

Tvne Ilf Sc-hool 

(vocalional/ieclinicat/trad;- ichool, 
coIl^e/univ«rsity/militar> college, 
correspondcnce'distance^extension.online 
school) 

Date Bewail 

School 
(monihi'yoaO 
(check box if 
csrimalc) 

Date Ended 
School 

(month/year) (check 
box if estimate) 
(check '‘prasenf’ box 

If still in school) 

Degree 

Date 

Awarded 



Ui 

li»l ErwnI 



Batdivln 

Wallace 

University 

University 

Sep 1973 

JuB 1977 

BA 

Jun 1977 



Esf 

Ell Pr«enl 



Central 

Michigan 

University 

1 

University (extension campus) 

-X 

Aug 1982 

Aug 1986 

MA 

Aug 1986 
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Eft 

Etl Preaertt 



Harvard 
Unfverrity 
Kennedy 
School of 

Gov’t 

University 

Juii 199*1 

Jun 1995 

MPA 

Jun 1995 



£(( 

e»t frwMt 



U.S. Naval 
War 

College 

Military College 

Aug 2002 

Jun 2003 

MA 

Jun 2003 


3. Employment 

(A) List ali of your employment activities, LDciuding unemployment and self-employment. 
If the employment activity was military duty, list separate employment activity periods to 
show each change of military duty station. Do not list employment before your 18th 
birthday unless to provide a minimum of two years of employment history. 


Tvne of Emr>lovment 

(Active Military Duty Station, 
Nadomii Guard^eservu, 
USPHS Commissloneel Corps, 
Other Federal employment. 
State Govwnment (Non- 
Federal Employment), Self- 
employment, Unemploymeni, 
Federal Contractor, Non- 
Govemment Employment 
(excluding self-employment). 
Other 

Name of Your 

Emolover' 

Assiened Du ft 

Stadoo 

Must Recent 

Position 

Tltle/Rtuk 

Location 

(City and 
Stale ouly) 

Half 

l.'mDlovmvnr 

Begai| 

(month/year) 

(check bolt if 
estimate) 

Bm 

Imolovment 

Ended 

(month/year) 
(check box if 
estimate) 
(check 

“present’* box 

If stv!) 
employed) 

Non-Profit 

Betterway, Inc 

Assistant to 

Elyria, OH 

ikfi 

Ell 



Director 


X 

X 





Sep 1977 

Dec 1978 
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Non-Profit 

AKS Inteniattonal 

Student 

New York, 

Lfi 

Kti 1 



Affairs 

NY 

X 

X 



Consultant 


Jan 1979 

Feb 1980 

Non-Profit 

Engli^h-in-Action 

Director 

New York, 


i.ii , 




NY 

X 

i 

* i 





Mar 1980 

Sep 198! ; 

Active Military Duty 

US Coast Guard 

Officer 

Yorktown, 

ill 

fcji 

Station 

Officer Candidate 

Candidate 

VA 

X 

X 


School 



Oct 1981 

Feb 1982 

Active Military Duty 

US Coast Guard 


New 

la 

til 

Starion 

Eighth CG 

District Office 

Training 

Orleans, LA 

X 

X 



Officer 


Mar 1982 

Jul 1983 

Active Military Duty 

US Coast Guard 


Governors 

E.i 

i»f 

Station 

Coast Guard 

Student 

Island, NY 

X 

X 


Cutter 

GALLATIN 

Engineer 


Aug 1983 

Aug 1985 

Active Military Duty 

US Coast Guard 


New 

E*( 

l:<i 

StsHon 

Marine Safety’ 

Marine 

Orleans, LA 

X 

X 


Office 

Inspector/ 

Marine 

Investigator 


Sep 1985 

May 1989 

AcBveMUltin' Duty 

US Coast Guard 

Liaison Officer 

Pago Pago, 



Station 



American 




USCG Liaison 
Office 


Samoa 

Jun 1989 

Jul 1991 

Active Military Duty 

US Coast Guard 

Chief of 

Mobile, At, 

In 

r>t 1 

Station 

Marine Safety 

Marine 
Inspection and 


X 

X • 


Office 

Port 

Operations 


Aug 1991 

May 1994 

Active Military Duty 

US Coast Guard, 

Student 

Cambridge, 

1''.^ 


Station 

Harvard 


MA 

X 

X 


University 



Jun 1994 

Jun 1995 
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Active Military Duty 

Station 

US Coast Guard 
Headquarters 
OfHce of Casualty 
Investigations 

Program 

Analyst 

Washington, 

DC 

f-«i 

X 

JuJ 1995 

bt 

X 

Jul 1997 

Active Military Duty 

US Coast Guard 

USCG FeUow 

Washington, 

Etl 

Eit 

Station 


to Senate 

DC 




Headquarters 

Approp- 





Office of 

riations Cmte, 


Aug 1997 

Aug 1999 


Congressional 

Subemte on 





Affairs 

Transportation 




Active Military Duty 

liS Coast Guard 

Executive 

Alameda, 



Station 


Officer 

CA 




Marine Safety 






Office San 



Aug 1999 

Jul 2002 


Francisco Bay 





Active Military Duty 

US Coast Guard, 

Student 

Newport, RI 

F.i> 

tit 

Station 







US Naval War 






College 



Aug 2002 

Jun 2003 

Active Military Duty 

US Coast Guard 

Sector 

Los Angeles, 

F..f 

E« 

Station 


Commander 

CA 




Sector Los 






AngeleS'Long 



Jul 2003 

Apr 2006 


Beach 





Active Military Duty 

US Coast Guard 

Office Chief 

Washington, 

til 


Station 



DC 




Headquarters 






Office of Budget 



May 2006 

Apr 200S 


and Programs 





Active Military Duty 

US Coast Guard 

District 

Cleveland, 

Kit 

Kit 

Station 


Commander 

OH 




Ninth Coast 






Guard District 



Apr 200« 

Apr 2010 


Office 





Active Military Duty 

US Coast Guard, 

Deputy 

Washington, 


lilt 

Station 


National 

DC 




National Incident 

Incident 





Command, BP 

Commander 


May 2010 

Oct 2010 


Deepwater 






Horizon Oil Spill 
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Active Military Duty 
Station 

US Coast Guard 
Headquarters 
Office of Strategic 
Mgmt and 

Doctrine 

Dir^tor 

Washington, 

DC 

£« 

X 

Nov 2010 

£jt 

X 

May 2011 

Active Military Duty 
Station 

US Coast Guard 

Headquarters 

Deputy 

Commandant for 
Operations 

Deputy 
Commandant 
for Operations 

Washington, 

DC 

F.si 

Jun 2012 

May 2014 

Active Military Duty 

US Coast Guard 

Vice 

Washington, 

f.ii 

Eft 

Station 

Headquarters 
Office of the Vice 

Commandant 

Commandriut 

DC 

May 2014 

Present 


(B) List any advisory, consultative, honorary or other part-time service or positions with 
federal, state, or local governments, not listed elsewhere. 

None 


Name of Government 

Into 

Name of Position 

Date Service 

Began 
(nionth/ycar) 
(check box if 
estimate) 

Date Service Ended 

(nioniK'ycar) (check box 
if estimate) (chei?k 
“pteswu” l*ox if still 
servinjj) 



Ell 

E»i freurni 



Ell 

Kft fyntut 



Ell 

E(( EreieiK 
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4. Potential Conflict of Intcrc-st 

(A) Describe any business relationship, dealing or financial transaction which you have had 
during the last 10 years, whether for yourself, on behalf of a cUent, or acting as an agent, 
that could in any way constitute or result in a possible conflict of interest in the position to 
which you have been nominated. 

In connection with the nomination process, 1 consulted with the U S, Office of 
Government Ethics and the U.S. Department of Homeland Security's (DHS) Designated 
Agency t ihics Official to identify potential conflicts of interest. Any potential conflicts 
of interest will be resolved in accordance with the terms of an ethics agreement that I 
entered into with DHS’s Designated Agency Ethics Official and that has been provided to 
this Ccinmittee I am not aware of any other pottn’ial conflicts of interest. 

(B) Describe any activity during the past 10 years in which you have engaged for the 
purpose of directly or indirectly influenchig the passage, defeat or inodiflcation of any 
legislation or affecting the administration or execution of law or public policy, other than 
while in a federal government capacity. 

None 


5. Honors and Awards 

List all scholarships, fellowships, honorary degrees, cis !!i:m service citations, military 
medals, academic or professional honors, honorary society memberships and any other 
special recognition for outstanding service or achievement. 

Academic Awards & Scholarships 
National Honor Society 

F. E. Harris Scholarship, Baldwin W allace College 
Dayton C. Mfller Honor Society, Baldwin Wallace College 

U.S. Naval War College James F. Forrestal Award for Excellence in Strategy & Force 
Planning 

Military Awards 

Department of Homeland Security Distinguished Service Medal 
USCG Distinguished Service Medal 
Legion of Merit (4 awards) 

Meritorious Service Medal (3 awards) 

USCG Commendation Medal with Operational Distinguishing Device (3 awards) 
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Transportation 9-11 Medal 

Presidential Unit Citation 

USCG Achievement Medal (2 awards) 

USCG Commandant Letter of Commendation with Operational Distinguishing Device 
Department of Transportation Outstanding Unit Award 

Coast Guard Unit Commendation with Operational Distinguishing Device (3 aw ai ds) 
Coast Guard Meritorious Unit Commendation (4 awards) 

Coast Guard Meritorious Team Commendation with Operational Distinguishing Device (S 
awards) 

Coast Guard Bicentennial Unit Commendation 
National Defense Service Medal (2 awards) 

GWOT Service Medal 
Humanitarian Service Medal (2 awards) 

Coast Guard Special Operations Service Ribbon (2 awards) 

Coast Guard Sea Service Ribbon 
Coast Guard Overseas Service Ribbon 
Rifle Marksmanship Ribbon 
Pistol Sharpshooter Ribbon 

Other Recognition 

USCG Foundation, Admiral James S. Gracey Award for Professionalism 

U.S, Department of Justice Certificate of Appreciation for assistance in prosecuting 

environmental crimes 


6. Memberships 

List all memberships that you have held in professional, social, business, fraternal, 
scholarly, civic, or charitable organizations in the last 10 years. 

Unless relevant to your nomination, you do NOT need to include memberships in 
charitable organizations available to the public as a result of a tax deductible donation of 
SI, 000 or less, Parent-Teacher Associations or other organizations connected to schools 
attended by your children, athletic clubs or teams, automobile support organizations (such 
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity 
memberships/consumer clubs (such as frequent flyer memberships). 
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Name of Oreaiiization 

Daftfs of Your Memh?rshlo 

(You may approximate.) 

Positionfs) mtkl 

WTS Interoatioiial 

2002-2014 

Member 

Propeller Club of the United 
States, Port of Los Angeles- 
Long Beach 

2003-2006 

Member 

Homeland Security Advisory 
Council, Los Angeles, CA 

2003-2006 

Member 

International Trade 
Education Programs, Los 
Angeles, CA 

2003-2006 

Member of Advisory Board 

(non-voting, non-fidueiary) 

Pacific Council on 
International Policy, Los 
Angeles, CA 

2005-Present 

Member 

City Club of Cleveland, 
Cleveland, OH 

2008-2010 

Member 

Cleveland Council on World 
Affairs, Cleveland, Oil 

2009-2010 

Member 

The Array and Navy Club, 

Washington, DC 

2013-Present 

Member 


7. Political Activity 

(A) Have you ever been a candidate for or been elected or appointed to a political office? 
No 


Name of Office 

Ucctcd/ADUoiiiUd/ 

Yearfs) Election 

Held or 

Ti rm of Service 


Candidate OnJv 

AoDoimmem 

Made 

(if appUcBbie) 


H 
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(B) List any offices held in or services rendered to a political party or election committee 
during the last ten years that you have not listed elsewhere. 

None 


Name of Partv/Elecdon 
Committee 

Offlce/Services Rendered 


Oates of 
Service 


























(C) Itemize all individual political contributions of S200 or more that you have made in the 
past five years to any individual, campaign organization, political party, political action 
committee, or similar entity. Please list each individual contribution and not the total 
amount contributed to the person or entity during the year. 


12 





69 



Year of Contribution 

Juliette Kayyem (Massecbusetti gubernatorial bid) 

$250 

2013 











■ 












■i 


















8. Publications and Speeches 


(A) List the titles, publishers and dates of books, articles, reports or other published 
materials that you have written, including articles published on the Internet. Please provide 
the Committee with copies of all listed publications. In lieu of hard copies, electronic copies 
can be provided via e-mail or other digital format. 
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Hsk 

Publisher 


Safeguarding our Hemisphere 

V.S. Naval Institute Proceedings 

October 2013 

Merging the Missions: Ensuring 
Maritime Homeland Security and 
Defense Through Effective 
Command and Control 

U.S. Nava! War College, Newport, 
R1 

June 2003 



























1 








(B) List any formal speeches you have delivered during the last five years and provide the 
Committee with copies of those speeches relevant to the position for which you have been 
nominated. Include any testimony to Congress or any other legislative or administrative 
body. These items can be provided electronically via e-meii or other digital format 
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Tltle^'cipic 

Place/Audience 

i>f Speech 




Please see attached spreadsheet 
and enclosed CD-ROM for details 
and copies of relevant speeches, 
publicadons and testimony to 
Congress. 








































(C) List siU speeches and testimony you have delivered in the past ten years, except for 
those the text of which you arc providing to the Committee. 
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Place/ Audience 

Datefsl of Soeech 

Please see attached spreadsheet 
and enclosed CD-ROM for details 
a&d copies of speeches, 
publications and testimony to 
Congress. 

: 
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9. Criatiiial History 

Since (and including) your 18"' birthday, has any of the following happened? 

* Have you been issued a summons, citation, or ticket to appear in court in a criminal proceeding against you? 
(Exclude citations involving traffic infractions where the fine was less than $300 and did not mclude alcohol or 
drugs.) 

No 

9 Have you been arrested by any police officer, sheriff, marshal or any other type of law enforcement official? 
No 

0 Have you been charged, convicted, or sentenced of a crime in any court? 

No 

e Have you been or are you currently on probation or parole? 

No 

® Arc you currently on trial or awaiting a trial on criminal charges? 

No 


» To your knowledge, have you ever been the subject or target of a federal, stale or local criminal investigation? 
No 

If the aaswer to any of the questions above is yes, please answer the questions below for 
each criminal event (citation, arrest, investigation, etc,). If the event was an i« vestigation, 
where the question below asks for information about the offense, please offer information 
about the offense under Investigation (if known), 

A) Date of offense: 

a. is this an estimate (Yes/No); 

B) Description of the specific nature of tlie offense: 

C) Did the offense involve any of the following? 

1) Domestic violence or a crime of violence (such as battery or assault) against your child, dependent, 
cohabitant, spouse, former spouse, or someone with whom you share a child in common: Yes f No 
2} Fuearms or explosives; Yes /No 
3) Alcohol or drugs: Yes / No 

D) Location where the offense occurred (city, county, state, zip code, country): 

E) Were you arrested, summoned, cited or did you receive a Tichct to appear as a result of this offense by any 
police officer, sheriff, marshal or any other type of law enforcement official: Yes f No 

1 ) Name of (he law enforcement agency that arrested/cited/summoned you: 

2) Location of the law enforcement agency (city, county, state, zip code, country); 

F) As a result of this offense were you charged, convicted, currently awaiting trial, ar.d/or ordered to appear in 
coiut in 8 criminal proceeding against you: Yes / No 
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1) If yes, provide the name of the court and the location of the court (city, county, state, zip code, 
country): 

2) If yes, provide all the charges brought against you for this offense, and the outcome of each charged 
offense (such as found guilty, found aot-guilly, charge dropped or “nolle pros,” etc). If you were found 
guilty of or pleaded guilty to a lesser offense, list separately both the original charge and the lesser 
offense: 

3) if DO, provide explanation: 

G) Were you sentenced as a result of this offense; Yes t No 

H) Provide a description of the sentence; 

I) Were you sentenced to imprisonment for a term exceeding one year Yes / No 

J) Were you incarcerated as a result of that sentence for not less than one year Yes / No 

K) If the conviction resulted in imprisonmeoi, provide the dales that you actually were incarcerated: 

L) If conviction resulted in probation or parole, provide the dates of probation or parole: 

M) Are you currently on trial, awaiting a trial, or awaiting sentencing on criminal charges for this offense: Yes / 
No 

N) Provide explanation: 


10. Civil Litigation and Administrative or Legislative Proceedings 

(A) Since (and mcluding) your 18th birthday, have you been a party to any public record 
civil court action or administrative or legislative proceeding of any kind that resulted in (1) 
a nnding of wrongdoing against you, or (2) a settlement agreement for you, or some other 
person or entity, to make a payment to settle allegations against you, or for you to take, or 
refrain from taking, some action. Do NOT include small claims proceedings. 

No 


Date ClainySuit 

Was Filed or 
Ledsladvf 

ProceedlnEs 

H 

Namefs) of 

Prindnal Parties 

Involved in 

Nature of 

Action/Proceedine 

IIIH 

Began 





n Feb 1999 

District 

Court of 
Montgomery 

Peter V. 
Neffenger 

Patricia E. 

Divorce 

Divorce 

Granted 
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County-, TX 

9”’ Judicial 
District 

Bridges 



















(B) In addition to those listed above, have you or any business of which you were an officer, 
director or owner ever been involved as a party of interest in any administrative agency 
proceeding or civil litigation? Please identify and provide details for any proceedings or 
civil Utigation that Involve actions taken or omitted by you, or alleged to have been taken or 
omitted by you, while serving in your oflicial capacity. 

No 


B 

Cuurt 

Name 

Name<s) of 
Principal Parties 
Involved in 

Nature of Actiou/Procevdiua 

H 






















(C) For responses to the previous question, please identify and provide details for any 
proceedings or civil Utigation that involve actions taken or omitted by you, or alleged to 
have been taken or omitted by you, while serving in your official capacity. 

11. Breach of Professional Ethics 
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(A) Have you ever been disciplined or cited for a breach of ethics or unprofessional conduct 
by, or been the subject of a complaint to, any court, administrative agency, professional 
association, disciplinary committee, or other professional group? Exclude cases and 
proceedings already listed. 

No 


N'aiiie of 

Affencv/AssociatJon/ 

Commlttee/GrouD 





















(B) Have you ever been fired from a Job, quit a job after being told you would be fired, left 
a job by mutual agreement following charges or allegations of misconduct, left a job by 
mutual agreement following notice of unsatisfactory performance, or received a written 
warning, been officially reprimanded, suspended, or disciplined for misconduct in the 
workplace, such as violation of a security policy? 

No 


12. Tax Compliance 


(This information will not be published in the record of the hearing on your aomination, 
but it will be retained in the Committee’s fdes and will be available for public inspection.) 




13. Lobbying 


In the past ten years, have you registered as a lobbyist? If so, please indicate the state, 
federal, or local bodies with which you have registered (e.g.. House, Senate, California 
Secretary of State). 

.No 


14. Outside Positions 


|x| See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278 
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to 
complete this section and then proceed to the next section.) 
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For the preceding ten calendar years and the current calendar year, report any positions 
held, whether compensated or not. Positions include but are not limited to those of an 
officer, director, trustee, general partner, proprietor, representative, employee, or 
consultant of any corporation, firm, partnership, or other business enterprise or any non- 
profit organization or educational institution. Exclude positions with religious, social, 
fraternal, or political entities and those solely of an honorary nature. 




Tvdc of 
Orfranization 
(corporation, firm, 
partnership, other 
business enterprise, 
other non-profit 
organization, 
educational 
institution) 

Posidon Held 

Position Held 

From 

(monih/yeai) 

1 

PositioD 

Held To 
(month/year) 



















- 












15. Agreements or Arrangements 


^ See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278 
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to 
complete this section and then proceed to the next section.) 


As of the date of filing your OGE Form 278, report your agreements or arrangements for: 
(1) continuing participation in an employee benefit plan (e.g. pension, 40 Ik, deferred 
compensation); (2) continuation of payment by a former employer (including severance 
payments); (3) leaves of absence; and (4) future employment. 

Provide information regarding any agreements or arrangements you have concerning (1) 
future employment; (2) a leave of absence during your period of Government service; (3) 
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contmuation of payments by a former employer other than the United States Government; 
and (4) continuing participation in an employee welfare or benefit plan maintained by a 
former employer other than United States Government retirement benefits. 


Status and Terms of Anv 

Aareement or Arraneement 

■ 

Parties 

Pate 

(monUa'year) 










1 




16. Additional Financial Data 


All information requested under this beading must be provided for yourself, your spouse, 
and your dependents. (This information will not be published in the record of the hearing 
on your nomination, but it will be retained in the Committee’s files and will be available for 
public inspection.) 
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UNITED STATES OFFICE OF REOACTi 

GOVERNMENT ETHICS 


mi ~ 5 iWi 


The Honorable John Thune 
Chairman 

Committee on Commerce, Science, 
and Transportation 
United States Senate 
Washington, DC 20510 

Dear Mr. Chairman; 

In accordance with the Hthics in Govemmenl Act of 1978, 1 enclose a copy of the 
financial disclo,sure report filed by Peter V. Neffenger, who has been nominated by President 
Obama for the position of Assistant Secretary, Transportation Security Administration, 
Department of Homeland Security, 

We have reviewed the report and have obtained advice from the agency concerning any 
possible conflict in light of its functions and the nominee’s propo.sed duties. Also enclo-sed is an 
ethics agreement outlining the actions that the nominee will undertake to avoid conflicts of 
interest. Unless a date for compliance is indicated in the ethics agreement, the nominee must 
fully comply within three months of confirmation with any action specified in the ethics 
agreement. 

Based thereon, we believe that this nominee is in compliance with applicable laws and 
regulations governing conflicts of interest. 


Enclosures 



Sincerely, 


David J. Apoi 
General Counsel 


I 20 1 New York Avenue, NW, Suite SOO | Washington, DC 20005 
www.oge.gov 
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27 April 201S 
Joseph B. Maher 

Designated Agency Ethics Official 
Department of Homeland Security 
Washington, D.C. 20528-04S5 

Dear Mr. Maher: 

The purpose of this letter is to describe the steps that I will take to avoid any actual or apparent 
conflict of interest in the event that 1 am confirmed for the position of Assistant Secretary of 
Homeland Security, Transportation Security Administration, Department of Homeland Security. 

As required by 1 8 U.S.C. § 208(a), 1 will not participate personally and substantially in any 
particular matter in which I know that I have a financial interest directly and predictably affected 
by the matter, or in which I know that a person whose interests are imputed to me has a financial 
interest directly and predictably affected by the mattw, unless I first obtain a written waiver, 
pursuant to 1 8 U.S.C, § 208(b)(1), or qualify for a regulatory exemption, pursuant to 1 8 U.S.C. 

§ 208(b)(2). 1 understand that the interests of the following persons are imputed to me: any 
spouse or minor child of mine; any general partner of a partnership in which I am a limited or 
general partner; any organization in which I serve as officer, director, trustee, general partner or 
employee; and any person or organization with which I am negotiating or have an arrangement 
concerning prospective employment. 

My spouse is employed by the National Academy of Sciences, from which she receives a fixed 
annual salary. For as long as my spouse continues to work for the National Academy of 
Sciences, I will not participate personally and substantially in any particular matter that to my 
knowledge has a direct and predictable effect on my spouse’s compensation or employment with 
the National Academy of Sciences. I also will not participate personally and substantially in any 
particular matter involving specific parties in which I know the National Academy of Sciences is 
a party or represents a party, unless I am first authorized to participate, pursuant to 5 C.F.R, § 
2635,502(d). 

1 have been advised that this ethics agreement will be posted publicly, consistent with 5 U.S.C. 

§ 552, on the website of the U.S. Office of Government Ethics with ethics agreements of other 
Presidential nominees who file public financial disclosure reports. 

Finally, I understand that as an appointee I am required to sign the Ethics Pledge (Exec. Order 


I 
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No, 13490) and that I will be bound by the requirements and restrictions therein in addition to the 
commitments that 1 have made in this ethics agreement 



2 



84 


U.S. Senate Committee on Homeland Securin' and Governmental Affairs 
Pre-hearing Questionnaire For the Nomination of Peter Neffengcr to be 
Administrator, Transportation Security Administration 

I. Nomination Process and Conflicts of Interest 

1, In your opinion, what specific background or experience affirmatively qualifies 
you to be the next Administrator of the Transportation Security Administration 
(TSA)7 

! have been privileged to serve our Nation for nearly 34 years as a commissioned 
officer in the United States Coast Guard. During these years 1 have been assigned to a 
broad variety of operational, staiTand leadership positions culminating in my current 
duties as Vice Commandant and second in command of the Coast Guard; the Nation’s 
fifth armed serv'ice and premier maritime law enforcement agency. Each successive 
assignment has brought greater and more complex responsibilities. 

As Vice Commandant, 1 sert'O as the Vice Service Chief, Chief Operating Officer and 
Component Acquisition E.xecuttve responsible to train, equip and organize over 50,000 
men and women who keep our Nation’s waters safe, secure and protected. 1 approve 
and certify all acquisition programs of record for the Service. 1 oversee compliance 
with the Chief Financial Officer and Federal Financial Refonn Act of 1 990 (the Coast 
Guard is the first Aimed Service to achieve a clean audit opinion an achievement we 
have maintained for two consecutive years). I serve as the senior authority for all 
resource requests and budget submissions for the Scr\'icc. 

1 have serx'cd as a senior DHS field commander. I commanded the Ninth Coast Guard 
District encompassing all operations on the Great Lakes and St Lawrence Seaway and 
the Northem Border with Canada. I commanded Sector Los Aiigclcs-Long Beach and 
served as the Federal Maritime Security Coordinator and Captain of the Port for the 
Nation’s largest port complex in addition to approximately 300 miles of California 
coast and coastal waters. In both commands, I w’orked closely with interagency and 
international partners, with industry and private sector, with citizens groups and with 
non-govemmontal organizations to develop risk-based methods for screening vessels, 
cargo and people operating in our ports and waterways. 1 focused on determining 
highest ri,sk commerce while facilitating legitimate activities. 

I also established one of the nation’s first interagency Area Maritime Security 
Committees which brought together leaders from industry, labor, government, first 
responder agencies and the local community to tackle the critical challenge of securing 
the vital Los Angeles and Long Beach ports and maritime approaches to the West Coast 
of the United States. 
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I have earned three Masters Degrees: in Business Management, Public Administration, 
and National Security and Strategic Studies. I served as Dctailee for two years to the 
Senate Appropriations Committee, Subcommittee on Transportation. 1 have extensive 
experience in budget formulation and program review, having served as the Coast 
Guard Budget Officer from 2006-2008. In this role I helped to establish the framework 
for new accounting controls and management policies to ensure they were sound, well- 
understood and practiced uniformly throughout the Coast Guard. 

I served as Deputy National Incident Commander for the BP Deepwater Horizon Oil 
Spill in 20 1 0 follow'ing the tragic explosion and sinking of the Deepwater Horizon 
Mobile Offshore Drilling Unit which precipitated the largest and longest oil spill in 
U.S. At the national level, 1 helped to en.surc a coordinated, unified, whole-of- 
goverament effort to respond to the massive spill. I led over 50,000 people from 
federal, state and local agencies; tribal representatives; non-governmcntal 
organizations; and the private sector throughout five Gulf Coast states. 1 regularly 
briefed the President, Members of Congress, Cabinet Secretaries, state Governors and 
regional elected officials on progress and milestones. 

1 have traveled and served extensively, domestically and internationally, throughout my 
Coast Guard career in representation of my Service and the Nation; most recently as 
Head of the U.S. delegation to the Arctic Council symposium in Russia and as Head of 
the U.S. delegation to the International .Maritime Organization. 

If confirmed for the TSA Administrator position to which I have been nominated, 1 will 
have the privilege and opportunity to apply my law enforcement and security 
experience and skills to one of the most challenging jobs in our nation; protecting our 
transportation systems - especially aviation - from terrorists. 

2. Were any conditions, expressed or implied, attached to your nomination? If so, 
please explain. 


No 


3. The departure of top-level officials at the Department of Homeland Security 
(DHS) can undercut the agency’s ability to stay ahead of a range of emerging 
threats. How long have you committed to stay with the agency? 

if confirmed, 1 will serve at the pleasure of the President of the United States. 
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4. Have you made any commitments with respect to the policies and principles you 
will attempt to implement as Administrator? If so, what are they, and to whom 
were the commitments made? 

No 

5. During your time at the Coast Guard, sverc you ever placed on administrative 
separation? If so, please provide the date(s) and an explanation. 

No 

6. Are you aware of any business relationship, dealing, or financial transaction that 
can result in a possible conflict of interest for you or the appearance of a conflict 
of interest? If so, please explain what procedures you will use to ensure your 
responsibilities are not affected by your recusal. 

In connection with the nomination process, 1 consulted with the U.S. Office of 
Government Ethics and the U.S. Department of Homeland Security's (DHS) 

Designated Agency Ethics Official to identify potential contlicts of interest. Any 
potential conflicts of interest will be resolved in accordance with the terms of an ethics 
agreement that I entered into with DHS’s Designated Agency Ethics Official and that 
has been provided to this Committee. I am not aware of any other potential conflicts of 
interest. 

7. Please describe your involvement in the response and clean-up operations of the 
2010 BP Deepwater Horizon Oil spill. 

I served as Deputy National Incident Commander for the BP Deepwater Horizon Oil 
Spill in 2010 following the tragic explosion and sinking of the Deepwater Horizon 
Mobile Offshore Drilling Unit which precipitated the largest and longest oil spill in 
U.S. At the National level, 1 helped to ensure a coordinated, unified, whole-of- 
goverrmient effort to respond to tlie massive spill, 1 led over 50,000 people from 
federal, state and local agencies; tribal representatives; non-govemmcntal 
organizations; and the private sector througliout five Gulf Coast stales. I regularly 
briefed the President, Members of Congress, Cabinet Sccretaric.s, state Governors and 
regional elected officials on progress and milestones. 

a. What lessons did you learn from this incident and the response? 
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The Gulf oil spill was a massive and multi-faceted event. It directly affected five 
Gulf Coast state.s, put large populations of people in a number of key industries out 
of work, affected the health of coastal populations, strained local resources and 
placed huge demands on elected officials at all levels of government. A successful 
response to a crisis of this magnitude required a massive and coordinated effort 
among government, private sector, private citizens, elected officials, news media 
and various international counterparts to each of these categories. Communication 
and agreement among these many groups was challenging, but ultimately key to 
bringing together all the many components of the overarching response. 
Collectively we had to determine and agree upon a clear set of objectives, focus on 
what was needed to achieve those objectives, adjust that focus as new information 
surfaced (or as the situation changed). 

b. How do you think those lessons will translate to TSA’s working environment? 

Leadership in crisis is a crucible in which one hones critical skills under the most 
demanding of situations. The principles of leadership are not different from those 
needed for day-to-day demands, but they are brought into sharp focus in crisis: 
focus on mission; clear objectives; an understanding of the information needed to 
achieve those objectives and how to attain and distribute that information; training 
of the workforce; appropriate and effective policies and processes; equipment and 
tools that work; and an adaptive and evolving approach. 


II. Role and Responsibilities of the Administrator of TSA 

8. Please describe your view of the agency’s core mission and the Administrator’s 
role in achieving that mission. 

The core mission of TSA is the security of our Nation’s transportation systems and the 
safety of the traveling public. The Admini-strator is solely responsible for the 
performance and accountability of the agency. As Administrator I would be responsible 
for sound stewardship of precious public resources. Tire American public puts great 
trust in its public servants and we must never violate that trust. Given this, the 
Administrator must also ensure transparency through independent review of financial 
records and organizational performance milestones. The Administrator must also 
ensure that financial and managerial teams have the required training and skills to meet 
these mandates. 
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The knowledge and experience I have gained over my years of service have helped me 
to understand the motivations and the needs of a dynamic and distributed workforce, 
the workings of our government, and the importance of sound and prudent fi.sca! 
management as we strive to provide the highest quality and most efficient and most 
effective service to the American public. 

9. In your opinion, is TSA currently fulfilling its aviation security responsibilities? If 
not, what would you do differently as Administrator? 

1 have received TSA program briefs, visited a number of TSA facilities and met with 
front-line TSA employees, I have been repeatedly impressed by the dedication of the 
TSA workforce and the efforts they are putting into protecting our Nation’s 
transportation systems, especially aviation. If confirmed, 1 would ensure that TSA 
remains laser-focused on its core mission to protect aviation from a terrorist attack. 

This requires strong connection to the Intelligence Community to understand the ever- 
evolving threat. It requires a continual evaluation of system vulnerabilities to 
understand the risk that the threat entails. It requires the development of multiple layers 
of operations to address that risk. It requires effective and ongoing training of the 
workforce to employ those layers effectively and appropriately. And it requires a 
robust acquisition program with strong oversight and accountability, underpinned by a 
sound and defensible requirements generation proces.s. 

10. What do you believe are the most pressing internal and external challenges 
currently facing TSA? Which challenges will you prioritize and what do you plan 
to do, specifically, to address each of those challenges? 

Threat : Threats to our transportation systems are real and persistent, and our 
transportation systems w'ill remain targets of our enemies. We can never assume wo 
liave found "the security answer.” Our enemies will continually adapt, so we must 
continually adapt. We must leverage intelligence, technology and the experience of our 
front-line operators and private sector partners to ensure we employ effective, efficient 
and ever-adapting procedures to stop those who would harm us. 

Customer Service : TSA interacts with millions of travelers each day - travelers who 
expect efficient and effective screening with minimal delay, and who expect to be 
treated with respect. In my current career I have routinely interacted with the public 
and have learned that an organization must continually reinforce this message of 
dignity and respect in order to make it part of an agency culture. 
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Retention. Training and Accountability : Front-iine managers and screeners are critical 
to the success of TSA. Agency culture, morale and effectiveness are a direct result of 
consistent and career-long training, recognition and accountability. 

If confirmed, I will commit myself to ensuring that TSA remains a high-performing, 
highly-capable counterterrorism organization guided by a risk-based strategy; that TSA 
employs multi-layered, intelligence-driven operations; that TSA recruits and retains a 
skilled and highly-trained workforce, while placing a premium on professional values 
and individual accountability; that TSA pursues advanced capabilities with adaptation 
central to its acquisition strategy; and that TSA continues to strengthen its integration in 
the intelligence community, with the private sector, with its stakeholders, and among 
federal, state, and local partners. 

If confirmed, 1 will follow this strategy, engage and lead the workforce, and adapt and 
invest appropriately. 

1 1. In your view, what are the highest priorities in both urgency and importance for 
enhancing transportation security? Why? 

Nearly 14 years after 9/1 1, the global terrorist threat has evolved. Today, this threat is 
more decentralized, more diffuse, and more complex. Certain terrorist groups remain 
intent on striking the United States and the West, and we know that some of these 
groups are focused on commercial aviation. Moreover, we sec an emerging threat from 
lone wolf actors. The threats arc persistent and evolving, and they are TSA’s mo-st 
pressing challenge, We must question ourselves; we must evolve our capabilities, we 
must adapt faster than those who wish to hann us. We must envision what comes next 
and direct investments appropriately. 


111. Policy Questions 


General 

1 2. TSA faces the challenge of balancing security of extensive transportation systems 
with customer service and expediting the flow of people and commerce. In 
addition, the Administrator must decide how to allocate some of the agency’s finite 
resources to manage risks while addressing threats and enhancing security across 
aU transportation modes (aviation, surface, maritime). 


Senate Homeland Security and Governmental Affairs Committee 


Page 6 




90 


a. If confirmed, how do you plan to balance these competing priorities? 

As I previously stated, front-line managers and screcncrs are critical to the success 
ot’TSA. Agency culture, morale and effectiveness arc a direct result of consistent 
and career-long training, recognition and accountability. If confirmed, while we 
should further right-size our workforce consistent with the implementation of risk- 
based security principles, I will pay close attention to training and workforce 
development, to include how to leverage the TSA Academy to improve individual 
performance and to instill a greater sense of pride in the agency and its mission. 

Customer service is directly related. TSA interacts with millions of travelers each 
day -- travelers who expect efficient and effective screening with minimal delay, 
and who deserve to be treated with respect. Through my current career, I have 
routinely interacted with the public and have learned that an organization must 
continually reinforce this message of dignity and respect in order to embed it into 
an agency culture. 

To protect aviation, mass transit, rail, higinvays. ports, and pipeline systems TSA 
must continually assess its allocation of resources to ensure it is fielding the tools 
and equipment the workforce needs. TSA must address the persistent and adaptive 
threat today, while envisioning the longer lenn investments necessary to 
recapitalize and modernize security of our Nation’s transportation system. 

b. Have you used a risk management approach or strategic planning concepts to 
manage complex programs at the Coast Guard? If so, what challenges did you 
encounter and what were the results of your efforts? How would you apply 
that experience at TSA? 

Every Coast Guard officer learns the tenets of risk management as a fundamental 
approach to operations and mission accomplishment. Throughout my career, I have 
applied risk management principles to the deployment of forces, the allocation of 
resources and the planning of operations. In addition, 1 have been directly involved 
in both the initial and ongoing development and implementation of the Maritime 
Security Risk Assessment Model (MSRAM), which is used to detennine maritime 
key infrastructure, vulnerabilities and threats. The MSRAM underpins resource 
allocation and operational force distribution and action. 

1 have an extensive background in applying the strategic principles of risk-based 
security to port operations and maritime threats, principles that translate effectively 
to other transportation modes. I served as Commander of the Ninth Coast Guard 
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District overseeing all Coast Guard operations on the Great Lakes and St- Lawrence 
Seaway and along the Northern Border with Canada. 1 commanded Sector Los 
Angeles-Long Beach and served as the Federal Maritime Security Coordinator and 
Captain of the Port for the Nation’s largest port complex in addition to leading 
Coast Guard operations throughout approximately 300 miles of California coast and 
coastal waters. In both commands, I worked closely with interagency and 
international partners, industry and the private sector, citizens groups and non- 
governmental organizations, and federal, state and local law enforcement to develop 
risk -based methods for screening vessels, cargo and people operating in our ports 
and waterways, 1 focused on determining highest risk commerce while facilitating 
legitimate activities. 

I sensed as the Coast Guard Director of Strategic Management and Doctrine, and as 
the Deputy Commandant for Operations. In these roles 1 developed the first 
Service-level strategies to address our missions throughout the Western 
Hemisphere, the changing Arctic, and the cyber domain. 

If confirmed, 1 would ensure TSA developed a clear strategic vision, informed by 
risk and underpinned by a trained and skilled workforce supported by a sound, 
effective and defensible acquisition program. 

13. The attempted December 25, 2009, terrorist attack, the October 2010 bomb 

attempt involving air cargo originating in Yemen, and the ongoing threat from 

ISIS highlight the need for TSA to strengthen international aviation security. 

a. What actions will you take to ensure the security of international commercial 
passenger aircraft, especially those with passengers traveling from foreign 
airports to the U.S.7 

International aviation security requires strong partnerships with government and 
private sector counterparts around the world. This is especially important in those 
nations with flights that fly directly to the United States - so-called Last Points of 
Departure. It is critical to have common security standards; that there is an 
established program to verify adherence to these standards; that there are strong and 
enforceable information and intelligence sharing agreements in place; that such 
information is shared with the right people and entities in a timely manner; and that 
there are effective, well-understood and fully exercised operational procedures in 
place to respond when necessary. 
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b. How will you coordinate with foreign governments on your efforts to prevent 
criminal and terrorist travel? 

If confirmed, I will work with various foreign government counterparts, 
international travel and aviation associations, international air carriers and freiglit 
forwarders, as well as other U.S. Government entities to ensure we continually 
address the critical success factors noted in my answer to the preceding question. 

c. During your time in the Coast Guard, were you responsible for establishing or 
maintaining any security efforts with partner countries? If so, please describe. 

At the strategic level, while serving as Deputy Commandant for Operations, I 
served as the U.S. Head of Delegation to the International .Maritime Organization. 

In this capacity I was responsible, among other things, for assisting in the 
development and implementation of standards for maritime security. These 
included operational standards for vessels, security requirements for maritime ports 
and terminals (including an effective oversight and verification regime), procedures 
for responding to violations or security concerns and information sharing 
agreements with international partners. 

At the operational level, while serving as the Federal Maritime Security 
Coordinator for the Ports of Los Angeles and Long Beach and some 300 miles of 
California coast, I worked with foreign shipowners, cargo shippers and terminal 
operators to ensure their compliance with newly implemented port and vessel 
security standards. 

14. In the 2014 Best Places to Work Agency Rankings, TSA ranked 305th out of 314 
Federal Government agencies. Conversely, the United States Coast Guard (USCG) 
ranked 66 and was the second highest ranking DHS subcomponent. In addition, a 
2012 DHS Office of Inspector General report (OIG-12-28) agreed for the Federal 
Air Marshal Service (FAMS) in particular, listing a number of ways FAMS 
management was damaging employee morale. What steps will you take to improve 
morale levels at TSA? To what extent do you believe lessons from your tenure 
with the USCG can be applied at TSA to improve employee morale? 

In my experience, strong and positive morale results directly from the following: 

• A clear, well-defined and important mission 

• A trained and empowered workforce 

• A valued and supported workforce 

• Equitable and consistent accountability at all levels 
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The approach I have taken in my Coast Guard career to ensure high morale and 
performance includes, but is not limited to: 

• Determine and acknowledge leadership challenges. The Federal Employee 
Viewpoint Survey is a good starting point. 

• Tell the workforce you hear them and are listening. 

• Train and equip the workforce to do their jobs. 

• Empower and support workforce in doing their jobs. 

• Set, communicate, and enforce standards of performance equitably and 
consistently. 

• Ensure accountability. 

• Reward performance. 

1 5. On May 6, 2015, DHS transmitted to Congress a legislative proposal which would 
reinstate the Air Carrier Fee at an industry-wide limit of ,'5420 million in annual 
collections and increase the aviation passenger fee by .50 cents each of the next 
three years, bringing the per one-way trip fee to $7.50 in Fiscal Year 2019. What 
do you believe are the merits of having the Transportation Security 
Administration rely on fee based funding rather than appropriated funds? 

1 have not yet had the opportunity to look into the TSA funding proposals. If 
confirmed, 1 look forward to examining both the current budget and the proposed 
funding requests for TSA in order to better understand the arguments surrounding fee- 
based funding versus appropriated funds. 

16. Since its inception, TSA has relied heavily on contractor support for its daily 
functioning. Currently, the DHS OIG is conducting an audit to determine whether 
TSA’s human capital contracts are managed effectively, comply with DHS 
Acquisition guidelines, and are achieving expected goals. If confirmed, how will 
you approach balancing the need to contract for services and managing contracts 
effectively with building sustainable expertise within TSA? 

If confirmed 1 look forward to better understanding the current use of contractor 
support througliout TSA and will review that use to determine whether it is appropriate 
and cost effective. It is critical that TSA build and sustain core capability and expertise 
across the range of its activities and operations, 

17. Upon its creation with enactment of the Aviation and Transportation Security Act 
(P.L. 107-71), TSA was vested with broad authority to issue security directives 
without providing notice or an opportunity for comment. If confirmed, how do 
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you intend to balance the authority to alter policies and procedures expeditiously 
to address emerging and evolving threats with the desire to seek input and 
establish policy in a transparent manner? 

Effective transportation security relies upon broad and diverse partnerships among 
government, private sector and the traveling public. 1 can understand that there arc 
times when an emerging threat requires immediate action to protect the system, and that 
information about that threat may not be publicly releasable. That said, it is important 
to develop and nurture trusted relationships within the private sector and the traveling 
public. If confinned, I will seek input from the private sector and the traveling public 
on the broad array of policies and procedures to ensure security directives are informed 
and transparent to the maximum extent possible. 

Federal Air Marshal Service (FAMS) 

18. FAMS as we know it today was formed after the tragic events of 9/11/2001 to 
prevent a similar style attack. Some security experts, including ones who have 
testified before this Committee, have questioned the cost effectiveness of the 
program, while others have pointed to its deterrent effect. The budget for Fiscal 
Year 2015 for FAMS was approximately $790 million, out of the approximately 
$7.2 billion budget for TSA, or 11 percent of TSA’s overall budget. Are changes 
necessary to ensure that FAMS runs efficiently and effectively? What changes 
would you implement? 

If confinned, I will examine the cffcctivenes.s and efficiency of each of TSA’s 
programs and operational entities, to ensure that appropriated funds are allocated in the 
most effective and efficient manner. This would include an examination of the Federal 
Air Marshal Service and its policies, procedures and operations. 
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Risk-Based Passenger Screening 

19. Over the past few years, TSA signiflcantly expanded its application of risk-based 
security measures, particularly with respect to passenger screening. What do you 
think is the proper role for risk-based security? How do you envisage these 
various risk-based programs, such as the Pre-Check program, evolving under 
your leadership? 

I strongly believe in a risk-based approach to security. The vast majority of the people, 
goods and services moving through our transportation systems are legitimate and 
appropriate. The key is to identify this majority so that we are not forced to apply a 
single solution to security. This would severely impact system effectiveness and 
efficiency, while perhaps introducing vulnerabilities and opportunity for harm. If we 
can understand the threat and can identify the vulnerabilities of our systems to the 
threat, then we can design a system to reduce the risk of vulnerabilities being exploited. 
If confirmed, I will ensure an ongoing review of the effectiveness of the process and 
procedures for expedited screening, a continual evaluation of the appropriateness and 
effectivene.ss of the various layers and tools of security currently in use, and an adaptive 
and evolving requirements and acquisition process. 


20. In November of 2013, a GAO report (GAO-14-159) recommended TSA should 
limit future funding for behavior detection activities. According to GAO, evidence 
available at the time did not support whether behavioral indicators, which are 
used in TSA’s Screening of Passengers by Observation Techniques (SPOT) 
program, could be used to identify persons who may pose a risk to aviation 
security. If confirmed, what steps will you take to review GAO’s findings and 
make improvements to the SPOT program? 

If confirmed, I look forward to learning more about the science behind the SPOT 
program and to understand its effectiveness as a tool in a layered security system. 1 
also look forward to working with GAO in order to understand and address their 
concerns. 

21 . In December of 2014, a GAO report (GAO-15-150) expressed concern over TSA’s 
Managed Inclusion program, which utilizes Behavior Detection Officers, 
Passenger Screening Canines, and Explosive T race Detection equipment to make 
real-time assessments of the threat posed by passengers and to provide expedited 
screening to those deemed low risk. According to GAO, TSA developed and 
deployed Managed Inclusion to reach its internal goal of providing expedited 
screening to at least 25 percent of passengers by the end of calendar year 2013 
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despite not having tested the security effectiveness of the Managed Inclusion 
process as a whole. What steps will you take to address GAO’s findings regarding 
Managed Inclusion? 

If confirmed, I look forward to reviewing the Managed Inclusion program in depth, to 
include a review with GAO of their findings. I am in favor of a security system that 
includes multiple layers and a variety of tools to ensure unpredictability and to ensure 
that any security gaps in one layer are addressed by subsequent and overlapping layers. 
To that end, I want to understand how robust the rule set for Managed Inclusion is, and 
whether there are sound and defensible bases for using it in our aviation security 
system, 

22. A March 2015 DHS OIG report (OIG 15-45) found that on June 29, 2014, a 
traveler was cleared for Pre-Check screening despite the passenger’s past 
membership in a domestic terror group and involvement in felonious criminal 
activities that led to arrest and conviction. The DHS OIG recommended that the 
TSA Chief Risk Officer discontinue the rules in the Secure Flight program 
responsible for the error and that the TSA Assistant Administrator for Security 
Operations clarify TSO authority concerning the Pre-Check screening process. 

a. Do you agree with the DHS OIG’s recommendations? If not, please provide an 
explanation. 

I am familiar with the general reporting surrounding this event, but have not yet 
reviewed the specific rules in the Secure Flight program that apply to this case. If 
confirmed, I will work with the DHS OIG to determine the nature of their concerns 
and to implement any changes needed to ensure clarity of authority and the integrity 
of the security system, 

b. If confirmed, what actions do you plan to take to ensure that TSA programs 
such as Pre-Check screening cannot be exploited by criminals or terrorists? 

One of the greatest challenges to maintaining an effective system of security is 
recognizing that it must continually evolve to meet the continually evolving threat. 
Static rules and systems become predictable over time and as such, can ultimately 
be defeated. We must question ourselves; we must evolve our capabilities, we must 
adapt faster than those who wish to harm us. If confirmed, I will maintain a culture 
within TSA that envisions what comes next and directs investments appropriately. 
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Interagency and Stakeholder Collaboration 

23. In assessing the risks of the five transportation security modes (aviation, freight 
rail, mass transit, highway, and pipeline), how do you plan to leverage the 
assessment efforts and expertise of other DHS components, agencies, and industry 
stakeholders to avoid duplication, overlap, and any gaps in such efforts? 

The security of our transportation systems depends upon strong partnerships at all 
levels of government, with the private sector and with the traveling public. 
Communication, effective processes and agreements, exercises, oversight and 
accountability, and an agreed upon set of objectives are critical components of security 
in a national transportation system as vast, diverse and complex as that of the United 
States. 

I have had extensive experience in working across government, with the private sector 
and with the public in setting and achieving security goals, and if confirmed, will 
continue to employ this collaborative approach. 

24. Given the number of public and private stakeholders involved in securing the 
transportation systems, such as passenger rail and mass transit systems, how do 
you plan to coordinate and collaborate with other agencies and industry 
stakeholders in developing security policies and strategies? 

As noted earlier, I have sert'ed as a senior field commander. I commanded the Ninth 
Coast Guard District encompassing all operations on the Great Lakes and St Lawrence 
Seaway and the Northern Border with Canada. 1 commanded Sector Los Angeles-Long 
Beach and served as the Federal Maritime Security Coordinator and Captain of the Port 
for the Nation’s largest port complex in addition to approximately 300 miles of 
California coast and coastal waters. 

In both commands, 1 worked closely with interagency and international partners, with 
industry and private sector, with citizens groups and with non-governmental 
organizations to develop risk-based methods for screening vessels, cargo and people 
operating in our ports and waterways. 1 focused on determining highest risk commerce 
while facilitating legitimate activities. 

1 also established one of the Nation's first interagency Area Maritime Security 
Committees which brought together leaders from industry, labor, government, first 
responder agencies and the local community to tackle the critical challenge of securing 
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the vital Los Angeles and Long Beach ports and maritime approaches to the West Coast 
of the United States. 

If confirmed, I plan to continue to employ this collaborative and inclusive approach in 
developing security policies and strategies. 

FFDO Program 

25. What do you see as the potential implications of the Germanwings flight 9525 
crash on the selection, continued monitoring, and assessment of Federal Flight 
Deck Officers (FFDO)? 

The Germanwings crash was a terrible tragedy. If confirmed, 1 will examine the FFDO 
program to better understand the training, selection and ongoing oversight of the 
program. I will study and understand how this capability has been deployed and will 
determine how to put it to best use. 

26. What types of screening and procedural changes are potentially available to 
mitigate the possibility that an FFDO could use his firearm to carry' out an 
intentional act to harm passengers and crew in U.S. airspace? 

As noted, if confirmed, I want to better understand the training, selection and ongoing 
oversight of the FFDO program. 

27. Do you think there is effective coordination between the FFDO program and the 
FAMS program? How could coordination be improved? 

If confirmed, 1 will examine the ways in which thc.se programs coordinate to determine 
what opportunities there arc for improvement and what changes may be warranted. 

Checkpoint Security 

28. Following the November 2013 shooting at Los Angeles International Airport, TSA 
identified several actions to improve security at checkpoints. 

a. in your view, have improvements to law enforcement support and critical 
incident response to security incidents at airport passenger screening 
checkpoints been effective? Do you think there are specific changes that could 
be made to improve security at the checkpoints? 
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Workforce safety is a top priority. Frontline TSA employees must feel safe and bo 
protected. If confirmed, I look forward to examining existing agreements with law 
enforcement agencies to determine whether they are effective and whether any 
changes do, indeed, need to be made. 

b. How might TS.A personnel, and law enforcement better collaborate to identify 
and implement checkpoint security best practices at airports across the 
country? 

If confirmed, my review of existing agreements would include an examination of 
best practices and checkpoint design. 

29. Various reports have discussed security breaches at a number of major airports. 
In your view, what are some possible approaches that TSA could take to work 
with airports in order to identify and address any potential weaknesses in 
perimeter security and airport access controls? 

I have read the April 201 5 Aviation Security Advisory Committee (ASAC) Working 
Group report on airport access control and if confirmed, look forward to working with 
ASAC and airports to address the vulnerabilities identified, I would implement 
Secretary John.son’s recent directives, while seeking best practices and models to 
inform the way forward. 

30. In December 2014, a Delta .Airlines baggage handler was arrested in Atlanta for 
participating in a weapon smuggling ring, in January 2015 an FAA safety 
inspector was arrested for carrying a loaded firearm in a cockpit, and in January 
2015 a Delta worker was arrested for boarding a flight to Paris without being 
screened. 

a. What additional measures do you recommend to increase security screening 
of airport and airline personnel? 

The ASAC report has provided a number of recommendations and Secretary 
Johnson has ordered a number of immediate actions to improve security 
screening. If confirmed, 1 look forward to better understanding the challenges of 
identifying an insider threat among what should be a trusted and vetted 
population. I would also look forward to working with airports and other 
government agencies to ensure best practices are highlighted and used to inform a 
uniform set of standards. 
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b. Do you agree with the Aviation Security Advisory Committee’s finding that 
100 percent employee screening should not be required and that randomized 
screening is an effective deterrent? If so, please provide an explanation. 

! have not had the opportunity to visit airports, such as Miami-Dade or Orlando, 
that report ! 00 percent .screening of employees, to understand how it has been 
implemented. 1 have also not had the opportunity to visit and hear from airports 
that do not do 1 00 percent screening, but instead use a randomized approach. If 
confirmed, I will do both and will consult with ASAC and other security experts 
to inform the decision as to the most effective approach or approaches to take. 

c. What additional safeguards might be available to assure that these measures 
cannot be easily circumvented? 

If confirmed, I will work with government and private sector partners to 
determine appropriate safeguards and oversight for the measures deemed 
necessary to secure against the insider threat. 

d. How could TSA hold personnel responsible for not following uniform 
security procedures? 

It is important to set clear standards, communicate those standards, set guidelines 
for implementing those standards and enforce a process for holding people 
accountable for adhering to those standards. 

e. Do you believe that the current list of disqualifying offenses for airport 
employment can prevent future instances of access control breaches or 
should the list be modified? 

If confirmed, I will work with government and private sector partners to ensure 
that the list of disqualifying offenses is appropriate and adequate. 


Aviation Security 

31, The recent gyrocopter landing on the Capitol lawn has renewed concerns over the 
ability to respond to aviation threats posed by low-flying, low-speed, small aircraft 
and ultralights in the National Capital Region (NCR) and other restricted 
airspace. In your view, are additional measures to monitor aircraft departing from 
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civilian airports necessary? What measures would you recommend to improve 
interagency coordination in response to potential threats? 

There are a number of government agencies with jurisdiction and responsibility for 
managing the NCR and other restricted airspace. Because of this, it is critical to 
coordinate appropriate (and agreed upon) application and exercise of jurisdiction and 
responsibility. If confirmed, I look forward to examining ISA’s roles and better 
understanding its authorities vis-a-vis this issue. Where appropriate, I would seek to 
engage the interagency in addressing this concern in a coordinated and effective 
manner. 

32. In 2008, GAO recommended that TSA examine the security implications of non- 
military unmanned aerial systems (GAO-08-S11). To date, TSA has not acted on 
GAO’s recommendation. If confirmed, will you review CAO’s recommendation 
and determine whether TSA, as the agency responsible for securing all modes of 
transportation, should examine the security implications of non-military 
unmanned aerial systems? 

if confirmed, I will review GAO’s recommendation and detennine whether TSA should 
examine the security implications of non-military unmanned aerial systems. 

33. What is your perspective on the appropriate roles for the government and the 
private sector in aviation security, especially passenger screening? 

1 understand that airports can apply to TSA for private sector entities to perform 
passenger screening under the Screening Partnership Program, While I believe that it is 
critical to have a national set of standards for aviation security, and that there must be 
national oversight of the implementation of those standards, the option for private 
sector screeners may provide an opportunity to provide services at lower taxpayer cost. 

34. DHS’s 2014 Quadrennial Homeland Security Review (QHSR) states, “one of the 
prevailing strategic challenges that will drive risk over the next five years is the 
evolving terrorist threat, which while changing in shape, remains significant as 
attack planning and operations become more decentralized. The United States and 
its interests, particularly in the transportation sector, remain persistent targets.” 
What actions will you take to ensure that TSA is positioned to address the evolving 
terrorist threat, particularly one posed by foreign fighters with Western 
passports? 
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As I noted earlier, if confirmed, I will commit myself to ensuring that TSA remains a 
high-performing, highly-capable counterterrorism organization that is guided by a risk- 
based strategy to prevent attacks and safeguard legitimate travel and commerce; that 
TSA employs a multi-layered, intelligence-driven operation and one that discards a 
one-size fits-all approach; that TSA recruits and retains a highly-trained workforce, one 
that has the opportunity for career growth and development while placing a premium on 
professional values and individual accountability to high standards of performance and 
customer service; that TSA pursues advanced capabilities with innovation and 
adaptation central to its acquisition strategy to counter evolving threats; and that TSA 
will continue to invest in and strengthen its integration in the intelligence community, 
in the private sector, with its stakeholders, and among DHS, federal, slate, and local 
partners. To protect aviation, mass transit, rail, highways, ports, and pipeline systems, I 
will follow this strategy, engage and lead the workforce, adapt and invest appropriately, 
and remain focused on these critical success factors, 

35. TSA’s budget submission for Fiscal Year 2015 indicated that the agency would 
transfer responsibility for monitoring passenger exit lanes at airports to airport 
operators as of January 1, 2014. Congress intervened by stipulating in Section 603 
of the Bipartisan Budget Act of 2013 (Public Law 1 13-67) that TSA is responsible 
for monitoring passenger exit points from the sterile area of airports at which TSA 
provided such monitoring as of December 1, 2013. If confirmed, will you work 
with airport operators to identify and approve technologies that can provide the 
same level of exit lane monitoring and security that existing personnel do while 
reducing costs? 

If confirmed, I look forward to working with airport operators to determine the best 
approaches and technologies for exit lane monitoring. 

36. In 2014, TSA initiated the process of enlisting third party private sector vendors to 
offer Pre-Check enrollment options, perform identity validation and verification 
as well as apply disqualifying criminal history convictions. As part of this process, 
TSA would allow companies to use nongovernmental, commercial, and other TSA 
approved data to conduct prescreening of applicants to the Pre-Cheek program. 

a. What do you see as the potential benefits of using third-party private sector 
vendors to offer Pre-Check enrollment? 

If confirmed, 1 look forward to reviewing the Request for Proposal seeking third 
party vendors for Pre-Check enrollment to ensure that it appropriately and 
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adequately defines the requirements while protecting to the maximum extent 
individual privacy. 

b. What implications might this have for protecting applicant’s personally 
identifiable information? 

Throughout my career, 1 have remained focused on the need to balance desires tor 
greater security with the protection of the liberties and rights we cherish. If 
confirmed, safeguarding the civil liberties and privacy interests of all Americans 
will remain a top priority. 


Accountability 

31. TSA screening officers arc in direct contact with the traveling public daily, and 
must carry out screening responsibilities while maintaining the privacy and 
dignity of the airline passengers with whom they come into contact. Please outline 
policies and approaches you would put in place to guard against unnecessary or 
inappropriate searches or screenings by TSOs, and any disciplinary actions you 
believe arc appropriate to respond to inappropriate screening or treatment. 

TSA interacts with millions of travelers each day - travelers who expect efficient and 
effective screening with minimal delay, and who deserve to be treated with respect. 
Throughout my current career, I have routinely interacted with the public and have 
learned that an organization must continually reinforce this message of dignity and 
respect in order to embed it into an agency culture. An agency mu.st set clear standard.s 
of behavior, train and operate to those standards, and hold its members accountable 
when they violate those standards. 

38. GAO has issued numerous. reports in recent years identifying the need for TSA to 
strengthen its efforts to measure the effectiveness of its aviation security programs 
(programs and capabilities such as Secure Flight, TSA Pre-Check, Screening of 
Passengers by Observation Technique, Explosives Detection Canines, and 
Advanced Imaging Technology). 

a. If confirmed, what actions will you take to ensure that TSA has timely 
and reliable information to monitor program performance and enhance 
decision-making? 

If confirmed, I will examine each of TSA’s programs to ensure that they are 
underpinned by sound requirements, that they align with the mission of the 


Senate Homeland Security and Governmental Affairs Committee 


Page 20 




104 


agency, that they each have appropriate measures, controls and oversight, and 
that they undergo routine and periodic review. 

b. What steps, if any, will you take to ensure that the risk management tools 
that TSA has developed in recent years are fully implemented and 
effectively utilized to determine the proper allocation of resources? 

If confirmed, I will continue to refine and improve the risk -based approaches 
to security that TSA has developed in recent years. 

39. In your opinion, what role docs technology fulfill in aviation security? If 
confirmed, what research and development efforts do you plan to prioritize? 

Technology provides an important layer in a security system, and can dramatically 
improve mission effectiveness. If confirmed, I intend to review current technologies in 
use, as well as new technologies in testing or development to understand current and 
planned capabilities, and the extent or limits of those capabilities. Research and 
development is a key component of this. Critical technology needs along with 
requirements generation mu.st be underpinned by strong tics to research and 
development efforts. If confirmed, I will review current efforts and ensure close 
alignment of research and development with requirements generation and front line 
operational needs. 

40. Protecting whistleblower confidentiality is of the utmost importance to this 
Committee as whistleblowers provide an invaluable service to rooting out waste, 
fraud, and abuse within the Federal Government. 

a. During your career with the U.S. Coast Guard, how did you address 
whistleblower complaints? What steps did you take to ensure those individuals 
did not face retaliation and that their claims were thoroughly investigated? 

During my Coast Guard career 1 did not directly handle any whistleblower 
complaints. However, if I had, 1 would have cn.sured the appropriate investigations 
w'ere conducted and the proper protections were afforded to individuals to ensure 
that they did not face retaliation. 

b. How would you handle whistleblower claims at TSA and its offices? What 
protections do you believe arc necessary to prevent retaliation? How would 
you implement these protections? 
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If confirmed, 1 would ensure that all employees of TSA abide by the law governing 
the handling and investigation of whistleblower complaints. Employees have the 
right to make protected communications outside the agency and I will protect their 
right. 

c. How do you plan to work with the DHS OIG and other components to 
implement policy within the agency to encourage employees to bring 
constructive suggestions forward without the fear of reprisal? 

1 strongly believe in the function and role of the DHS OIG, and if confirmed, will 
ensure that agency policies support that role. I have always believed that effective 
leadership requires direct employee engagement and open two-way 
communications. I listen to and encourage open and frank dialogue, and want to 
know where and what problems exist. This has been my practice throughout my 
Coast Guard career, and if confirmed, I will continue to take this approach. 


d. Do you commit without reservation to work to ensure that any whistleblower 
within TSA does not face retaliation? 

Yes 

e. Do you commit without reservation to take all appropriate action if notified 
about potential whistleblower retaliation? 

Yes 

41. In September 2014, a DHS OIG report (OIG-14-142) found that despite ISA’s 
S551 million investment on screening equipment and training, checked baggage 
screening systems arc still vulnerable to human and technology-based failure. In 
addition, the report reconfirmed that TSA lacks a procedure to examine the 
causes of the failures and that the agency has not improved its practices since 
2009. 


a. if confirmed, how do you plan to restore the integrity of the checked baggage 
screening system? 

If confirmed, 1 will ensure that TSA has a deliberate, ongoing and adaptive 
process to examine system and technology rmlnerabilities across the security 
enterprise, to include checked baggage screening systems. This process must 
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include technology upgrades, red-team evaluations, sound operating procedures 
and other methods designed to ensure mission performance. 

b. Do you agree with the 0HS OIG’s recommendations? If so, how do you plan 
to work with the DHS OIG or any other federal agency to build TSA’s 
capabilities to assess if existing security technologies, such as the explosive 
detection system, are operating to correct detection standards? 

I understand from my briefings and preparation that TSA concurred with the DHS 
OIG recommendations. If confirmed, I intend to examine the substance of TS.A’s 
response and what the corrective action plan is. 

42, A 2014 DHS OIG report (OIG 14-97) found that a number of information 
technology (IT) deficiencies limited TSA’s ability to ensure that the agency kept 
critical financial and operational data confidential, contributing to DHS’ non- 
compliance with the requirements of the Federal Financial Management 
Improvement Act of 1996. As a result, the DHS OIG recommended greater training 
to increase employees’ awareness regarding TSA IT policy and possible security 
violations. Do you agree with the report’s recommendation? If confirmed, what 
actions will you take to institutionalize better management of sensitive information 
at TSA? 

Information technology security controls and safeguards are a top priority. If 
confirmed, it will be one of my top priorities. 1 will review the DHS OIG findings and 
recommendations and ensure that TSA establishes a management process and 
institutionalizes an agency- wide understanding of how information must be managed 
and protected. 

Technology Acquisition and Deployment 

43. Last year, Congress passed and the President signed the Transportation Security 
Acquisition Reform Act (P.L. 113-245). The legislation was drafted and passed by 
Congress with the aim of increasing the efficiency and effectiveness of TSA’s 
acquisition process. If confirmed, how will you ensure TSA’s acquisition practices 
are consistent with DHS policies and practices and nimble enough to allow for the 
certification and deployment of new technologies needed to increase efficiency and 
address evolving threats? 

1 serve as the Component Acquisition Executive in my current role as Vice 
Commandant of the Coast Guard, and 1 have been directly involved in the reform of the 
Coast Guard acquisition program over the past decade. I understand how critical a 
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sound, defensible and responsive acquisition program is to mission results. It requires 

Strong controls and oversight; a rigorous requirements generation process; project 
management and sponsor separation; strict adherence to DHS and federal rules and 
policies; and a continual, honest assessment of value, effectiveness and efficiency. If 
confirmed, I will apply my experience in acquisition oversight to TSA. 

44. A May 6, 2015, DHS OIG report (DIG 15-86) found that TSA does not properly 
manage the maintenance of its airport screening equipment. Most importantly, the 
DHS OIG reported that TSA has not issued adequate policies and procedures to 
airports on how to maintain the equipment. According to the DHS OIG, TSA’s 
failure to issue adequate policies and procedures to airports for carrying out 
equipment maintenance can result in longer wait times, delays in passenger and 
baggage screening, and ultimately jeopardize passenger and aircraft safety. 

a. Do you agree with the DHS OIG’s recommendations? If so, what actions 
will you take to institutionalize a sound maintenance and oversight 
protocol at TSA? 

A well-defined, clearly documented, fully understood and rigorously enforced 
logistics, maintenance and support system is essential. If confirmed, I will 
review the DHS OIG findings and recommendations, as well as the existing 
TSA procedures and policies and will ensure that the OIG’s concerns are 
addressed and that procedures and policies are reviewed, adjusted as required 
and enforced, 

b. How do you plan to communicate with airports to ensure they have 
proper guidance on how to track and monitor preventive maintenance 
according to contractual requirements and manufacturers’ 
specifications? 

If confirmed, my review noted above would include and involve airport 
partners to ensure that their concerns and nccd.s are addressed. 

c. Do you commit to consulting with the DHS OIG to ensure their 
recommendations are fully considered and addressed? If not, please 
provide an explanation. 

As 1 noted earlier, I strongly believe in the function and role of the DHS OIG. 
If confirmed, 1 will work closely with the OIG to ensure his recommendations 
are fully considered and addressed. 
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Intermodal Security 

45. While responsible for all modes of transportation security, the overwhelming 
majority of TSA’s funding and programmatic efforts are directed to aviation 
security. In the wake of the shooting at Los Angeles International Airport on 
November 1, 2013, TSA announced that it would dedicate SO percent of its Visible 
Intermodal Prevention and Response (VIPR) teams to aviation transportation 
mode missions, supplanting the existing policy of dedicating 70 percent of the 
teams to surface and 30 percent to aviation. 

a. If confirmed, how will you balance the distribution of \1PR teams between 
surface and aviation modes? 

Balancing resources requires a continuous evaluation of the strategic security 
environment. What arc the threats? I low are they evolving? What capabilities are 
needed to address these threats, and how must these capabilities evolve, in either 
use or type? Answers to these questions by necessity include partnerships, 
particularly in the surface modes. Surface transportation systems are varied, 
diverse, widely distributed and far more open than aviation. There are many local 
law enforcement and public safety entities that provide security. If confirmed, I 
will examine the nature and extent of these local partnerships, seek to understand 
their challenges and effectiveness, and provide the oversight and, where 
necessary, the presence to ensure uniform standards, approaches and protection. 

46, Recognizing the vulnerability of our public transportation systems in the wake of 
attacks on rail and transit systems in Madrid, London, and Mumbai, Congress 
included within the Implementing Recommendations of the 9/11 Commission Act 
of 2007 (P.L. 1 10-53) provisions addressing the security of surface transportation 
modes. How do you envision increasing TSA’s focus and commitment to surface 
transportation security issues? 

As I noted in my previous response, surface transportation comes in many forms - 
buses, ferries, passenger rail, heavy rail, light rail, subways, and so forth. These are 
widely distributed and much more open and accessible. If confirmed, 1 will examine 
TSA policies to determine whether they are aligned with current threats, and arc fully 
considerate of the many law enforcement and public safety partners who share in the 
oversight of security. 
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V. Assistance 


47. Are these answers your own? Have you consulted with TSA, DHS, or any other 
interested parties? If so, please indicate which entities. 

These answers are my own, formulated following numerous TSA program briefings 
over the past six weeks. 
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Chairman Ron Johnson 

Supplemental Pre-hearing Questionnaire For the Nomination of 
Peter Neffenger to be Administrator, Transportation Security Administration 


1 . Do you agree without reservation to comply with any request or summons to appear 
and testify before any duly constituted committee of Congress if you are confirmed? 

Yes 

2. Do you agree without reservation to make any subordinate official or employee 
available to appear and testify before, or provide information to, any duly constituted 
committee of Congress if you are confinned? 

Yes 

3. Do you agree without reservation to comply fully, completely, and promptly to any 
request for documents, communications, or any other agency material or infonnation 
from any duly constituted committee of the Congress if you ai'e confirmed? 


Yes 
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Ranking Member Tom Carper 

Supplemental Pre-hearing Questionnaire For the Nomination of 
Peter Neffengcr to be Administrator, Transportation Security Administration 

1 . Do you agree without reservation to respond to any reasonable request or summons to 
appear and testify before any duly constituted committee of Congress if you arc 
confirmed? 


2. Do you agree without reservation to reply to any reasonable request for information 
from any duly constituted committee of the Congress if you are confirmed? 

Yes 




j V ■ /VCrj'T'feWtS^’^ herebv state that I have read the foregoing Pre-Hearing 

Questionnaire and that the infonnation provided therein is, to the best of my knowledge, current, 
accurateT^pd complete. 
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Post-Hearing Questions for the Record 
Submitted to Vice Admiral Peter Neffenger 
From Senator Rob Portman 

“Nomination Hearing to Consider Peter V. Neffenger to be Assistant Secretary of the U.S. 
Department of Homeland Security and 
David S. Shapira to be Governor, U.S. Postal Service” 

•June 10, 2015 


1 . lam concerned for the safety of airline passengers given recent reports that in an 
undercover investigation conducted by the Department of Homeland Security’s Office of 
Inspector General, security screeners failed to detect weapons, mock explosives, and 
other prohibited items 9,5 percent of the time at airports across the country. 

a. How would you address the vulnerabilities at airport security checkpoints and 
how soon do you believe you would be able to implement changes? 

Ij confirmed, I will impkmeni Secretary Johnson 's recent directives in order to 
address the immediate vulnerabilities identified by the DHS Inspector General. / 
will concurrently examine the systemic issues that underpin these vulnerabilities 
seeking best practices and models to inform Ihc way forward. I look forward to 
working with the Inspector General to address the vulnerabilities identified. 

b. How would you take into account the Office of Inspector General’s findings and 
recommendations as their report is not expected to be finalized for several 
months? 

The information that has already been released by the Inspector General provides 
insight into the immediate challenges and vulnerabilities that must be addressed 
and corrected. If confirmed, I look forward to tackling these immediately while 
awaiting the full report of the Inspector General. 

2. The Department of Homeland Security’.s Office of Inspector General released a report on 
May 6, 201 5, that found TSA does not properly manage its airport screening equipment 
maintenance program. TSA was found to not have issued adequate policies and 
procedures to airports for carrying out equipment maintenance, which can result in longer 
wait times, delays in passenger and baggage screening, and ultimately jeopardize 
passenger and aircraft safety. While TSA has concurred with the report’s findings and is 
implementing the Office of Inspector General’s recommendations, it appears that TSA 
regularly addresses issues only after they are identified by external Office of Inspector 
General or Government Accountability Office audits. How would you propose creating a 
culture within TSA which is based on continuous evaluation and improvement? 
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A well-defined, clearly documented, fully understood, and rigorously enforced 
logistics, maintenance and support system is essential. If confirmed, / will review 
the DHS OIG findings and recommendations, as well as the existing TSA 
procedures and policies and will ensure that the OIG 's concerns are addressed and 
that procedures and policies are reviewed, adjusted as required and enforced. 

One of the greale.st challenges to maintaining an effective system of security is 
recognizing that it must continually evolve to meet the continually evolving threat. 
Static rules and systems become predictable over time and as such, can ultimately 
he defeated. We must question ourselves: w-e must evolve our capabilities, we must 
adapt faster than those who wish to harm us. If confirmed, I will maintain a culture 
within TSA that envisions what comes next and directs investments appropriately. 

According to the Best Places to Work Agency Rankings, TSA was ranked 305 out of 314 
agencies, placing it near the bottom of all Federal agency subcomponents. What steps 
would you take to improve employee morale at TSA? 

The GAO has conducted a number of TSA workforce morale audits and dearly 
highlighted areas of specific concern. If confirmed, I will build upon the GAO findings 
and redouble efforts to implement recommendations. 

Furthermore, in my experience, .strong and positive morale results directly from the 
following: 

• A clear, well-defined and important mission 

• A trained and empowered workforce 

• A valued and supported workforce 

• Equitable and consistent accountability at all levels 

The approach I have taken in my Coast Guard career to ensure high morale and 
performance includes, but is not limited to: 

• Determine and acknowledge leadership challenges. (The Federal Employee 
Viewpoint Survey is a good starting point). 

• Tell the workforce you hear them and are listening. 

• Train and equip the workforce to do their jobs. 

• Empower and support workforce in doing their jobs. 

• Set, communicate, and enforce standards of performance equitably and 
consistently. 

• Ensure accountability. 

• Reward performance. 


Successful leaders have an awarene.ss of what compels employees to commit their talents, 
energy, and effort to any endeavor. In my view, what drives motivations of the workforce 
is knowing that what they do matters, that the work is meaningful, and that each of them 
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can provide value and make a difference. Thus, if confirmed, U will be my intent to ensure 
that each member ofTSA has a clear, well-defined purpose, that they know the importance 
of their mission, that they are trained and empowered to perform their duties, that they are 
valued and supported in doing that mission, and that leadership provides equitable and 
consistent accountability at all levels, as well as appropriate recognition for performance. 
Leaders must create opportunities to listen to the workforce, to understand workforce 
challenges, and to act upon concerns both to advance the mission and to support 
employees in executing their duties. This can take the form of new training, better tools, 
and improved procedures or it can mean that we have their back when we ask them to do 
difficult things as part of their no-fail mission. This is the approach I have taken in my 
current career, and, if confirmed, it is the approach / will bring to L'SA. 
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Post-Hearing Questions for the Record 
Submitted to Vice Admiral Peter Neffenger 
From Senator Rand Paul 

“Nomination Hearing to Consider Peter V. Neffenger to be Assistant Secretarj' of the U.S. 
Department of Homeland Securitj’ and 
David S. Shapira to be Governor, U.S. Postal Service” 

June 10, 2015 

1 . Do you believe that, at its core, the aviation security mission of the TSA is to guarantee 
the physical safety of the aircraft itself? 

The mission ofTSA is to proteci the Nation's transportation systems to ensure freedom of 
movement for people and commerce. I agree with their current vision statement of 
providing the most effective transportation security in the most efficient way as a high 
performing counterterrorism organization. In the aviation security mission area, 
preventing the catastrophic loss of an aircraft must be a core objective. 


a. Do you believe that TSA is appropriately focused on that core aviation security 
mission? 

!f confirmed, I Mill ensure that TSA is laser-focused on its core mission to protect 
aviation from a terrorist attack. This requires strong connection to the 
Intelligence Community to understand the ever-evolving threat. It requires a 
continual evaluation of system vulnerabilities to understand the risk that the 
threat entails. It requires the development of multiple layers of interacting 
operations to continually address that risk - and these operations must 
continually adapt. It requires effective and ongoing training of the workforce to 
employ the security .system and its capabilities effectively and appropriately. And 
it requires a robust acquisition program with strong oversight and accountability, 
underpinned by a sound and defensible requirements generation process. 

b. Do you support diverting TSA resources (such as Visible Intermodal Prevention 
& Response teams) that could be employed in support of the aviation security 
mission to other activities? 

/ support a continual evaluaiion of resource allocation. To protect aviation, mass 
transit, rail, highways, ports, and pipeline systems TSA must continually assess its 
allocation of resources to ensure it is fielding the tools and equipment the 
workforce needs and focusing efforts appropriately. TSA must address the 
persistent and adaptive threat today, while envisioning the longer term 
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investments necessary to recapitalize and modernize security of our Nation 's 
transportation system. 

Balancing resources requires a continuous evaluation of the strategic security 
environment. What are the threats? How are they evolving? What capabilities 
are needed to address these threats, and how must these capabilities evolve, in 
either use or type? Answers to these questions by necessity include partnerships, 
particularly in the surface modes. Surface transportation systems are varied, 
diverse, widely distributed and far more open than aviation. There are many 
local law enforcement and public safety entities that provide security. If 
confirmed, / will examine the nature and extent of these local partnerships, seek 
to understand their challenges and effectiveness, and provide the oversight and, 
where necessary, the presence to ensure uniform standards, approaches and 
protection. 

2. Do you agree with Israeli security expert Shlomo Dror, who stated in 2002 that "[TJhe 
difference between the Israeli and American systems is that we are looking for the 
terrorist, while the Americans look for the weapons”? 

/ believe that we can. and should, learn from critics and implement best practices 
wherever possible. If confirmed, I will critically examine all current TSA approaches to 
transportation security. 1 will question existing programs, assumptions and practices 
and will reach out to partners and experts at home and around the world. I will do this 
while embracing an approach that is risk-based and focused on better identifying threats 
from persons, in addition to ensuring weapons and other items of concern are not 
introduced into an aviation .system that screens some 1.8 million travelers each day. 
Risk-based security must be focused on finding the terrorist and those who would do us 
harm. 

3. In your questionnaire responses and in testimony, you have indicated that you support an 
approach to aviation security that is layered and unpredictable, and that the mere 
existence of passenger screening may deter would-be terrorists. 

a. In that context, do you believe that the Federal Flight Deck Officer program has a 
similar deterrent effect? 

I believe that an effective security system must he comprised of many interacting 
components and processes. If confirmed, I will examine the FFDO program to 
heller understand the training, selection and ongoing oversight of (he program. 1 
will study and understand how this capability has been deployed and will 
determine how to put it to best use as part of the overall aviation .security system. 

b. Would you support efforts by the Congress to expand opportunities for initial 
certification, recurrent training and requalification under the Federal Flight Deck 
Officer program? 
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If confirmed, I look forward to sharing with Congress my findings and 
recommendations with respect to the Federal Flight Deck Officer program and 
commit to working with Congress on this and other TSA programs to ensure they 
are used effectively and appropriately. 

4. Recent reports of a 95% failure rate in detecting weapons and mock explosives during a 
covert penetration audit by the DHS Office of the Inspector General raise troubling 
questions about the effectiveness of the airport screening procedures currently in place. 
Over the past several years, similar covert audits have also consistently yielded 
unacceptably high failure rates. 

a. Given your background in operations and personnel management in the U.S. 

Coast Guard, what does this ongoing pattern of defeat indicate to you in terms of 
the efficacy of the training methods currently in place? 

My nearly 34 years of experience in the Coast Guard has taught me that mission 
success is predicated on a clear understanding of the mission and a detailed 
examination of what it will take to accomplish the mission (people, technology, 
processes). Training must he consistently delivered, rigorously examined and 
continuously updated to ensure that it directly .supports mission success. And 
there must be an ongoing real-world evaluation program to ensure that training 
standards are maintained and to look for training gaps that must be corrected. 
Moreover, agency culture, morale and effectiveness are a direct result of 
consistent and career-long training, recognition and accountability. 

If confirmed, I will apply these principles to a comprehensive review of TSA 
training and workforce development. This will include how to leverage the I'SA 
Academy to improve individual performance and to instill a greater sense of pride 
in the agency and its mission. 

b. Of the responsiveness to and retention of training by Transportation Security 
Officers in the field? Of the quality of the supervisors in the field? 

As noted above, if confirmed, I will determine the answers to these questions 
through a comprehensive and detailed review of all current TSA training and 
leader development programs. 
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Post-Hearing Questions for the Record 
Submitted to Vice Admiral Peter Neffengcr 
From Senator Claire McCaskill 

“Nomination Hearing to Consider Peter V. Neffengcr to be Assistant Secretar>' of the U.S. 

Department of Homeland Sccuritj' and 
David S. Shapira to be Governor, U.S. Postal Service” 

June 10, 2015 

There is an ongoing perception that the private sector always does things better than the 
government, and for lower cost. We now have several airports around the country at which 
security is contracted out as part of the Screening Partnership Program. At a hearing yesterday, 
the DHS Inspector General said that there was no evidence that contracting out these jobs was 
cheaper or improved security. In fact, two prior DHS analyses of the Screening Partnership 
Program have shown contractors to be more expensive than keeping these jobs in house. 

1 ) If confirmed, will you commit to evaluating the costs and benefits of the Screening 
Partnership Program and consider ending the program if it is shown to be more costly and 
provide no greater security? 

If confirmed I will ensure that TSA remains focused at all times on delivering the most 
effective security at the lowest cost to our Nation. I understand that airports can apply to 
TSA for private sector entities to perform passenger screening under the Screening 
Partnership Program and that these entities may receive contracts if they can 
demonstrate the ability to provide effective security services at lower cost to the taxpayer. 
If confirmed, / will ensure TSA fully evaluates these contracts to ensure that they do so. 

When I go through airports, half the time, the machines are turned off and people are 
being diverted to magnetometers. When I talk to the agents, a lot of times they will tell me that 
it’s because they simply don’t have the manpower to operate those machines, 

It is also my understanding that DHS’s Science and Technology Directorate - S&T - was 
responsible for helping to develop performance expectations and standards, and that these 
standards were not exactly based on a desired level of safely, but instead on what the machines 
could deliver. In other words, it sounds a lot like we bought these machines and didn’t really 
care about how effective they actually were. 

2) If you are confirmed, will you commit to looking at the performance expectations and 
standards that TSA has set for the AIT machines, and the procurement process for future 
major TSA acquisitions? 

Technology' is an important component in our aviation security .system, and effective 
technology can dramatically improve mission effectiveness. But, we need to fully 
understand what it takes to be effective. What, exactly, do we need the equipment to do, 
and how well can it do it? I serve as the Component Acquisition Executive in my current 
role as Vice Commandant of the Coast Guard, and as such understand how critical a 
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sound, defensible and responsive acquisition program is to mission results. It starts with 
a clear and detailed understanding of the mission along with a rigorous process to 
generate what it takes to accomplish the mission (the requirements — human, 
technological, processes). There must he strong links to research and development. 

This requires a deep understanding of the capabilities of potential technology, 
partnerships with industry and the private sector, flexible and adaptive systems that are 
responsive to the threat without sacrificing strong controls and program oversight, sound 
project management, and strict adherence to federal law and DHS policies. 

In my preparation, I have been provided an overview of the TSA Acquisition Program 
and the program management process. If confirmed, / will apply my extensive 
experience in acquisition oversight to the TSA acquisition enterprise to ensure that our 
investments are appropriate, deliver results, and that they provide .sound stewardship and 
a high return on taxpayer investment. 


DHS has classified or attempted to have classified several recent IG and GAO reports on 
TSA, as well as a report on the effectiveness of contractors in the screening process. It looks a 
whole lot like some of these efforts are motivated by embarrassment and a desire to keep these 
stories from the public and Congress? 

3) ff confirmed, will you commit to a full review of TSA’s classification process? 

I believe that federal agencies .should he as open and transparent as possible, while 
respecting the need to protect sensitive security information. If confirmed I willfully 
review TSA 's classification process to ensure it is not abused or misused. I will also 
work closely with the IG and GAO to ensure their concerns and recommendations are 
addressed. 
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The Honorable Mitch McConnell, Majority Leader 

The Honorable Richard Durbin, Minority Leader 

The Honorable Ron Johnson, Chair Homeland Security Committee 

The Honorable Thomas Carper, Ranking Member, Homeland Security Committee 

The Honorable John Thune, Chair Commerce, Science & Transportation Committee 

The Honorable Bill Nelson, Ranking Member, Commerce, Science & Transportation Committee; 

and Members of the United States Senate 

Dear Senators, 

On behalf of the men and women of law enforcement and security at public transportation law 
authorities in the United States where we work to ensure the public safety along side of our 
federal colleagues, we recommend the Senate move swiftly in completing its' confirmation of 
Admiral Peter Neffenger so he may begin his good work. 

In many respects America is still struggling to get transportation security correct. Several years 
after 9/11 we have built a bureaucracy much larger than anticipated; one that needs to be more 
efficient, a better partner and better regulator with our airports, seaports and transit authorities. 
Personally as one of the individuals involved in the aftermath of 9/1 1 working with Congress as 
we stood up Homeland Security, some of our goals have not been achieved. 

Admiral Neffenger is unequally positioned to do just this. Neffenger's qualifications are beyond 
reproach and his career in the U.S. Coast Guard offers him broad experience that includes 
working as an effective and efficient regulator. Beyond his positions though he is a person of 
great integrity, has the skill to evaluate people, situations, and circumstances leading to better 
judgment calls and productive outcomes. 

Many of us know the Admiral personally and worked side-by-side with him since 9/1 1 . The skill in 
which he has handled his various positions from Captain of the Port in Los Angeles to his current 
position as Vice Commandant are second to none. He is among the best of the best. 

In 2012 Neffenger was awarded the International Police and Public Safety 9/11 Medal (IPM) to 
Admiral Neffenger in New York City. This is done in the name of Superintendent Fred V. Morrone 
of the Port Authority of New York and New Jersey, who was the most senior official to die on 
9/11, and was our organization's incoming president of the board at the time of his death. 
Morrone and his 36 other police officers where our friends and colleagues. We fake seriously the 
obligation to “Never Forget.” This is reflected in the individual's we honor and bestow the 9/11 
Medal and Awards to. 

We trust you will reach the same conclusion and ask for your immediate confirmation. 



June 1, 2015 


Sincerely, 
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Tom Ridge 

May 14, 2015 


The Honorable Ron Johnson 
Chairman 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 


Dear Chairman Johnson and Senator Carper, 

I write in support of V ice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. At the outset, I admit to a certain bias. The Coast 
Guard breeds leaders who bring both a strategic and operational perspective to their varied tasks 
and Vice Admiral Peter Neffenger is certainly among the best. 

Of particular note is the Admiral’s service as Budget Officer of the Coast Guard. Having 
overseen a multitasked organization that, in my opinion, never received the level of funding it 
deserved, I am confident he will extract great value and effectiveness from the dollars the U.S. 
Congress appropriates to TSA. 

His experience is broad. His reputation is superb. His cormuitment to public service is profotmd 
and unquestionable. I respectfully and highly reconunend this exceptional leader for TSA 
Administrator. 


Sincerely, 



Tom Ridge 

First Secretary, U.S. Department of Homeland Security 
Foimer Governor of Pennsylvania 


1 140 Connecticut Avenue, NVV - Suite 5 1 0 
Washington, D.C. 20036 
Tel: 202.833.2008 
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The Honoi'oble Ron Jolinson 
Chairman 

U,S. Senate Committee on Homeland Security and Oovemmeiita! Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Han Senate Office Building 
Washington, DC 20510 

Dear Chairman Johnson and Senator Carper, 

1 write in support of Vice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. 

Admiral Neffenger has broad operational and command experience with the Coast Guard. He has held 
command positions at the Great Lakes and the Port of Los Angeles, and was deputy national Incident 
commander for the 2010 Deepwater Horizon oil spill in the Gulf of Mexico. In the former capacities, 
the Admiral has dealt with tlie kind of multi-stakeholder transportation security issues which lie at the 
core of the TS A's mission. Particularly in a complex environment such as the busy Port of Los 
Angeles, the Captain of the Port must coordinate among multiple private service providers while also 
addressing intergoveiiimental and international issues. These are exactly the type,s of experiences that 
prepare Admiral Neffenger for die challenges of administering the TSA, 

Equally important is the nominee's crisis management experience, reconlly honed in the oraoibie of the 
BP oil spill. From lime to time, the TSA Administrator must manage security crises, making swift 
operational decisions, reconciling the interests of stakeholders, and inspiring confidence in the public. 
Admiral Neffenger's pivotal role as incident commander in the Gulf provides unmatched preparation 
for managing emergencies that may arise In tire future. 

Finally, I believe that it is beneficial to liave an Administrator who has grown up with DHS since its 
formation. The network of relationships that the Admiral will have developed over the past dozen 
years will be of value in enabling him to draw on Department-wide resources and in positioning him to 
integrate with and contribute to the leadership of the entire Department, 

! higlrly recommend Vice Admiral Peter Neffenger for TSA Administrator, Please contact me If you 
have any questions or comments. 
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May 12, 2015 


The Honorable Eon Johnson 
Chairman 

U.S. Senate Committee on Homeland Security 
and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, D.C. 20610 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security 
and Governmental Affairs 
442 Hart Senate Office Building 
Washington, D.C. 20B10 

Dear Chairman Johnson and Senator Carper: 

I am pleased to write in support of Vice Admiral Peter Neffenger’s confirmation as 
Administrator of the Transportation Security Administration. 

During my tenure as the Secretary of Homeland Security, I worked closely with 
Admiral Neffenger on issues ranging from our nation’s port security operations, 
and our maritime emergency response capabilities, to oversight of the U.S. Coast 
Guard’s annual budget and recapitalization efforts. It was in working together that 
I came to see and admire Admiral Neffinger’s leadership skills in action. He has an 
uncommon way of solving complex problems and a management style that brings 
people together. Nowhere was this more evident than when he ably served as the 
Deputy National Incident Commander for the 2010 BP Deepwater Horizon Oil Spill, 
In that role, he provided critically important and strong leadership in coordinating 
the government’s role addressing the largest and most complex oil spill in our 
nation’s history. In my view, his efforts were indispensable in the prompt and 
successful resolution of that crisis. 

I have every confidence that Admiral Neffenger will use his considerable knowledge 
and government experience in overseeing the Transportation Security Administration 
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The Honorable Ron Johnson 
The Honorable Tom Carper 
May 12, 2016 
Page 2 


to great effect. His significant experience in our country’s counter-terrorism efforts 
and his judgement, energy, and leadership skills will ensure that the TSA continues 
to be extremely effective in its mission to protect our nation's transportation safety 
and infrastructure. 

I highly recommend Vice Admiral Neffenger as the next TSA Administrator, and I 
urge his prompt confirmation. Please do not hesitate to be in touch with me if you 
have any questions or concerns. 


Yours very truly, 

^anet Napolitano 
President 


cc; Senior Vice President Peacock 
Associate Vice President FaUe 
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4404 33''’ Rd. North 
Arlington, VA 22207 
(212)692-6926 


May 10,2015 

The Honorable Ron Johnson 
Chairman 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 

Dear Chairman Johnson and Senator Carper, 

I am so very pleased to write in support of Admiral Peter V. Neffengcr’s nomination to lead the 
Tran.sportation Security Administration (TSA). I have known Admiral Neffenger since 2009, 
when I began service as Deputy Secretary of Homeland Security (DHS). I worked closely with 
Pete on a wide range of issues tiiat directly affected not only tite United States Coast Guard, but 
also the entire operation of DHS as well as the broader security of the American homeland. 1 
also know TSA in depth - its mission, its challenges, and its many strengths. I can say without 
hesitation that he is the right man for this job. 

Pete Neffenger is exactly the kind of leader this country needs at TSA. He is extremely 
thoughtful, hard working, masterful in mission execution, and passionate about people, He 
knows the challenges that come with leading dedicated men and women in meeting the 24/7 
security imperative to keep the American public safe - and he succeeds as a leader. He is that 
rare professional who becomes more than trusted - he is treasured for his selfless dedication, not 
only to mission and country, but also to every person - high rank or low - with whom he svorks. 

Admiral Neffenger and I collaborated closely on many issues - including efforts to prevent 
terrorist attacks, modernization of the Coast Guard, the comprehensive response to the Deep 
Water Horizon Oil Spill, and in writing the first-ever strategic White Paper for the Coast Guard. 
Pete is a deep thinker who knows how to connect ideas to operations. His years of experience 
combine with extraordinary expertise in transportation and security to make him one of the 
Country’s most valued leaders not only in his Service, but also across the entire spectrum of 
Homeland Security challenges, 

Pete is at his best when the stakes are high. He thinks quickly under pressure and has extremely 
good instincts and judgment. He pays attention to detail, but not at the expense of the big 
picture, He is known as a trusted colleague, courageous leader, and deeply committed public 
servant. 
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It is with conviction, therefore, that I tell yoti, that Admiral Pete Noffenger is an inspired choice 
to lead TSA. He will guide this vital agency with a fimr focus on mission performance and 
compassion for its workforce and he will serve the American people with intelligence, 
commitment, nnd unquestioned integrity, 

1 urge his rapid confirnintion. 

Thank you for this opportunity to express niy support for Admiral Neffenger's nomination, 
Please do not hesitate to contact me if I can be of further service. 


Sin^ely, 



Jan6 H6lt Lute 
Poirfier Deputy Secretary 
Homeland Security 
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The Honorable Ron Johnson 
Chairman 

U.S. Senate Comniitlee on Honielaiit! Security ami Oovcrnmental Affairs 
340 Dtrksei) Senate Office Building 
Washington, DC 20510 


The Honorable ’I’om Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Oovernmcutnl Affairs 
442 Mart Senate Office Building 
Washington, DC 20510 

Dear Chairnuin Johnson and Senator Carper, 

i write in support of Vico Admiral Peter Ncft'enger for liis noinimiliou ns Adutinlstrator of tite 
Transportation Security Administration. 

VADM Neffenger would complete a dislinguislied 33 year career with the U. .S, Coast Guard if he 
is confirmed for this position. Me has consistently demonstrated the leadership capacity noces.snry 
to lead TSA. The position require.s a balance of focused purpose and cusiomer service. VADM 
Neffenger's Coast Guard career has been clominnied by assignments where iie cxoellec! because lie 
recognized the value of reaching to others for input tliat would make an outcome a bettor one. Me is 
an established leader in transportation socurily and Itas led Coiist Guard participation with slate, 
local, private sector, international and otlier federal agencies to produce onlightenod policy on one 
liand and effective operational execution and command on the oilier. Mis service as the Deputy 
National iiioident Commtinder for titc Deepwater Horizon Oil Spill is a perfect example of his skills 
as a collaborative leader. As titc Adntlnislralor of TSA In 2002-2003, 1 onn attest to the requirameiit 
for consistency of mis.sion purpose and an ability to work productively wHb the multiple 
stakeholders who make up the conmtercial aviation industry, VADM Neffenger has those skills, 

He is a briliiant and focused leader. He is also clearly aware of the value oFstrategio pinmiing nud 
intelligence driven and risk-based decision making. He Is very slntpiy perfectly equipped for litis 
very demanding position. 

! highly recommend Vice Admiral Peter Neffenger IbrT.SA Administrulor. Please contact me ifyou 
have any questions or comments. 


Sincerely, 



‘Jiimos M, l.oy, ADM (Rot.) 
Senior Counselor 
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May 2015 


The Honorable Ron Johnson 
Chairman 

U.S. Senate ConuTiittee on Homeland Security and Governmental Affairs 
340 Dii'ksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S, Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 


Dear Chairman Johnson and Senator Carper, 

I write in support of Vice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. I know of no one more qualified, versatile, and generous to 
lead an agency in transition. 

As former Assistant Secretary of Homeland Security for Intcrgovermnental Affairs, 1 got to know 
and work with Vice Admiral Neffenger during the course of file BP Oil Spill response. We have 
remained friends. During the spill, Vice Admiral Neffenger was appointed Deputy National Incident 
Commander (NIC) while I was chosen to be the Director of Intergovernmental and Interagency 
coordination. Both were positions within the NIC and both reported to Admiral Thad Allen who led 
the response. We worked closely throughout. 

To say it was an intense experience is an understatement. 1 have come to believe, with the benefit of 
hindsight, that there were two oil spills: the oil spill response and the oil spill event. I want to talk 
about the latter because the oil spill was more than just closing the weil or picking up the oil; it 
required skills of its leadership that cut across simple operational needs. An entire government 
apparatus was engaged on the federal level. We also worked with five governors offices, numerous 
local officials, and a federal apparatus that included over 60 agencies and departments. Fishermen 
and off-shore oil workers feared for the future. The media offered non-stop assessments. An entire 
way of life was threatened for families and the Gulf region. The spill response required skills of 
leadership, but also nimbleness. No amount of training or incident command could prepare anyone 
in the Coast Guard for what was happening. 

Vice Admiral Neffenger was tasked to manage tliis historic event. More often than not, we worked 
together and I saw firsthand his capacity to talk honestly, make changes, fix errors and sometimes 
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even just “go with the flow” if that was required. He could just as equally brief the President on 
what to anticipate with the oil spill as talk to a grocery store owner about how to fill out a claim 
form. Every morning, for over 100 days, we both hosted a Governor’s call with the five governors 
offices so that we could inform them of the status of response. Those were not easy calls, often, and 
Vice Admiral Neffenger was calm, explaining the response in “civilian” terms, not hiding behind 
acronyms or a military lingo. He also listened well, wanting to hear what could be fixed or changed 
to make the re.sponse faster or simply answer a question. 

A perfect example is his leadersltip with the local liaisons program. At some stage during the spill, 
the NIC command recognized that local lenders throughout the Gulf were not getting essential 
information Irom the state. This was as much a consequence of how the Oil Pollution Act, the legal 
framework for spill response, focuses on statehouses as it was history and politics. Allen, Vice 
Admiral Neffenger and I proposed placing coast guard officials in each local government office so 
that, for example, each parish president would have their own “go to” Coast Guard liaison. It i.s not 
something that was ever done before, nor something the Coast Guard had planned for. But Vice 
Admiral Neffenger explained to Itis team why it should be done, and we drove for two days acro.ss 
the coast placing his people in each local political office (parish presidents, mayors, county 
commissioners, etc.). It was a necessary fix, and one that worked as we were more able to hear from 
local leadership and respond in real time to their questions and concerns, It was Vice Admiral 
Neffenger’s capacity to think outside the box, deploy resources where they were needed to help the 
spill response, and convince lii.s team it was worth this umisual effort that stand out as liistoric in 
nature. 

And while Vice Admiral Neffenger had to spend a lot of time in stakeholder engagement and White 
House briefings, he was also accessible, always, to Ws own team. The Coast Guard was under 
tremendous stress, and the emotional impact was withering. Vice Admiral Neffenger always took the 
time to talk to his own people, to give them emotional support (and sometimes even a kick in the 
back if necessary), but to always let them know he had their back, That is essential at the 
Department. 

Vice Admiral Neffenger knows that true leadership in homeland security is one that engages the 
entire enterprise - communities and customers, tlie White House and a parish president, Congress 
and a state representative, and also the brave men and women who work for an agency that is 
committed to the public’s safety and security. Vice Admiral Peter Neffenger is someone who 
understands and reflects those basic needs. 


Without question, I highly recommend Vice Admiral Peter Neffenger for TSA Administrator. Please 
contact me if you have any questions or comments. 


Sincerely, 



V 


Juliette Kayyem 
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THE POLICE COMMISSIONER 
CITV OF NEW VORK 


May 11, 2015 

The Honorable Ron Johnson 
Chairman 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 

Dear Chairman Johnson and Senator Carper; 

1 write in support of Vice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. I first met and worked with Vice Admiral Neffenger 
when I served as the Chief of the Los Angeles Police Department, September 11th was a fresh 
wound when I assumed that position, and one of the first things we sought to do svas strengthen 
L.A.’s counterterrorism posture. In this, 1 collaborated extensively with the Vice Admiral on 
enhancing the security of the port, and I can attest to his professionalism, competence, and 
dedication. 

Later, as the Vice Chair of the Homeland Security Advisory Council, 1 worked closely with 
Administrator John Pistole, Owing to this, 1 have an understanding of the TSA and the duties and 
obligations of its leader. I have complete confidence that Vice Admiral Neffenger can ftilfill the 
role, and do so in exemplary fashion. 

I highly recommend Vice Admiral Peter Neffenger for TSA Administrator. Please feel free to 
contact me if you have any questions or comments. 



All the best, 



William J. Bratton 
Police Commissioner 


1 Police Plaza, New York, NY 10038 » 648-610-Sif10 * Fax; 646-610-5e66 
Website: hnp://nye.gov/nypd 



131 


The Amerloan Waterways Operatota 

wftw.ameficanwateiways.com 

Thomas A. Aiiagrettt 
Pmsiden! & CEO 


Phone; (703) 841-9300 
Fax: (703) 641-0389 

E-mam.; taTegreHl^vesseiaiiiancs.GOm 


801 North Quincy Slreet 
Suite 200 

AllIngloaVA 22203 


May 12,2015 


The Honorable Ron Johnson 
Chairman 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 

Dear Chairman Johnson and Senator Carper, 

1 write in support of Vice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. 

I have known Vice Admiral Neffenger for most of his professional career as a Coast Guard 
officer. We have worked together extensively on the common challenges of marine safety and 
maritime security that face his agency and my industry. He is one of the finest Coast Guard 
leaders who I am privileged to know. 

Vice Admiral Neffenger is a leader with an unwavering commitment to America’s homeland 
security, an extraordinary capacity for strategic vision, and an effective partner who works 
collaboratively to get important things done for the benefit of our nation. Each of these 
attributes will serve him well as he works with Congress, industiy and the flying public to 
accomplish the important security objectives of the TSA. 

Vice Admiral Neffenger is also a man of deep integrity. His relationships with Congress, 
industry and the public will be characterized by trust and open communication. I know that 
based not only on my personal experience with him, but also based on the experience of 
hundreds of individual AWO members around the country who have worked with him for 
more than 30 years. 


■Ri© Tugboat, Towboat and Barge Indusliy Association 



132 


The Honorable Ron Jolmson 
The Honorable Tom Carper 
Page Two 


America's homeland security will be strengthened and enhanced with Vice Admiral Neffenger 
at the helm of the Transportation Security Administration, I highly and unequivocally 
recommend Vice Admiral Peter Neffenger for TSA Administrator. 

Please feel free to contact me if you have any questions about my strong support for Vice 
Admiral Neffenger. 

Sincerely, 

Thomas A. Allegretti 
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May 12, 2015 


The Honorable Ron Johnson 
Chairnian 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
340 Dirksen Senate Office Building 
Washington, DC 20510 

The Honorable Tom Carper 
Ranking Member 

U.S. Senate Committee on Homeland Security and Governmental Affairs 
442 Hart Senate Office Building 
Washington, DC 20510 

Dear Chairman Johnson and Senator Carper, 

i write in support of Vice Admiral Peter Neffenger for his nomination as Administrator of the 
Transportation Security Administration. 

Vice Admiral Pete Neffenger would serve as Administrator, Transportation Security Administration with 
great distinction just as he has served the United States Coast Guard with great distinction during his 
thirty-three year military career. Hie Cruise Lines International Association wholeheartedly supports 
his nomination by the President for such an important position that is critical for our national security. 

At the Cruise Lines International Association, we have had the pleasure of working with VADM 
Neffenger for many years as he progressed through his Coast Guard career. We know firsthand of the 
depth and breadth of experience he has illustrated in his senior leadership positions that Included 
security and other key responsibilities. Specifically, his leadership and pragmatism in emerging areas of 
policy development, including Transnational Crime, Arctic Operations, and Passenger Vessel Safety and 
Security are second to none. 

Prior to his promotion to flag level, we also worked closely with VADM Neffenger in his leadership 
capacity in the Port of Los Angeles/Long Beach. That particular port addresses a wide range of 
challenging security Issues on any given day. His professionalism and intellect are hallmarks of his 
character and both were always front and center, irrespective of whether we were in alignment or not 
on the underlying policy equities. This is absolutely essential for success in working collaboratively with 
the regulated community. It is difficult to envision someone better equipped to understand and 
communicate with those whose enterprises are deeply Influenced by the effectiveness or 
ineffectiveness of TSA. 

On a personal level, I worked closely with VADM Neffenger during my own Coast Guard career. This 
included serving as his legal advisor when he was a Director responsible the Coast Guard's resourcing 
and working side-by-side with him during the extraordinarily complex Deepwater Horizon incident in 
2010. If the nation were to ever again encounter a major transportation security crisis, we could not be 
in better hands than those of VADM Neffenger. 


Global Corporate Headquarior* 1201 P Street NW 'Suite 250 ‘Washington, DC 30004 
North America Office 9JO SE »7fh St • Suite 400 • Port Lauderdale, FI 35516 
«!.202.7S9.?570 • crultlng.org 


(tU!{ IMi tiliMtlHMU llKKUiXM 


I greatly appreciate the opportunity to provide you with the views of the Cruise lines International 
Association on the nomination of VAOM Neffenger. Please do not hesitate to contact me if I can 
answer any additional questions or be of any further assistance, You can reach me on my direct dial, 
(202) 759-6765 or by cell at (703) 626-6971. 


Sincerely, 



Charles V.Oarr 

Senior Vice President 

Technical & Regulatory Affairs 

Cruise Lines International Association (CLIA) 


Globa! Corporato Hoadquartorft20! F Streol NW ‘Suilo 250 * WaiHlngton, DC 20004 
North America Otftco 910 SE J7lh St* SuH® 400 • Fort Laudordsio. FL 35316 
♦1.202.759-W^> •erul iing.org 
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Testimony of 
David S. Shapira 

To be a Governor, United States Postal Service Board of Governors. 
Before the Senate Homeland Security and Governmental Affairs Committee 

June 10, 2015 


Chairman .lohnson, Ranking Member Carper and members of the Homeland Security and 
Governmental Affairs Committee, thank you for the honor of appearing today and for the 
privilege of being considered for nomination to the United States Postal Service’s Board of 
Governors. I want to thank President Obama for granting me this honor and for the vote of 
confidence on his part that it represents in my experience and judgment. It is truly humbling, 
and if confirmed by this committee and the Senate, I will work diligently to .show that this 
confidence, and your consent, is well-deserved, 

I also want to thank my wife, Cindy, and my family for their support in this undertaking. The 
responsibility and opportunity for national public service will require sacrifice, and if I am 
confirmed, they will be my partners. 

For more than 30 years I .served in various executive capacities at Giant Eagle, Inc., a family- 
owned grocery company, founded in 1931. Specifically, 1 served as Chairman from 1 992 to 
December 2011, and Chief Executive Officer and President from 1980 to December 2011. 1 
began my career at Giant Eagle in 1970 as Vice President of store operations and was promoted 
to Executive Vice President in 1978. 

During that time, our local chain of groceries grew from 50 stores to nearly 420 locations with 
stores in Penn.sylvania, Ohio, West Virginia and Maryland. With revenues of more than $9.6 
billion and employing more than 36,000 hard-working Americans, Giant Eagle serves more than 
five million customers annually, and is one of the largest privately ow'ned and family-operated 
companies in the nation. 

Our corporate success is built on Giant Eagle Core Values, which include; 

• Be Kind: We go out of our way to treat each other and our customers with care and 
respect. 

• Think Team: We love working together as a family. 

• Step Up: We take every chance to make ourselves and our company great. 

• Work Smart: We root out waste, work together and push ourselves to win. 

• Live Well: Wc want everyone to live a healthy, balanced life. 

1, however, do not take credit for this considerable business success. 1 was always surrounded by 
smart, capable people, and this achievement is theirs — not mine. Large organizations like Giant 
Eagle only succeed when they tap and inspire the talents of a diverse work force, and though 1 


Page 1 of 3 



136 


Testimony of David S. Shapira 


June 10, 2015 


cannot claim credit, 1 am immensely proud of the hard work and innovation of the team 1 helped 
lead. 


In 2013, when I stepped away from the day-to-day operations of Giant Eagle, 1 left the company 
in very capable hands, I have always had an interest in giving back to my community and have 
served on boards and in lay leadership positions in a number of c ivic organizations over the 
years. However, since my retirement as CEO of Giant Eagle, I have had the lime and opportunity 
to more fully pursue community and philanthropic service. I believe that such service is a 
foundation of our great country and is a major component of our democratic society. Every 
citizen, to the extent he or she is able, should look to serve their community. In that capacity, my 
previous service on various boards has included; 

• The Allegheny Conference on Community Development 

• Carnegie Mellon University’s Board of Trustees, Past Chairman, including, Carnegie 
Mellon’s Investment Committee, immediate Past Chairman 

• United Way of Allegheny County, including Past Campaign Chairman 

• Extra Mile Education Foundation 

• Hillel Foundation International’s Board of Governors 

• Jewish Federation of Greater Pittsburgh, including Past Chairman 

• Jewish Healthcare Foundation, including Past Chairman 

• Oberlin College, Trustee 

• Pittsburgh Cultural Trust 

• The Pittsburgh Promise Campaign, Founding Co-Chairman 

• The Pittsburgh Regional Alliance 

• Pittsburgh Symphony Orchestra 

Now, President Obama has offered me a new opportunity, one with a truly national and 
international scope. The United States Postal Service epitomizes a key tenet that underlies our 
unique government of the people: the right of everyone — rich or poor, rural or urban, of every 
creed, faith and race — to efficient, affordable and reliable communications. So critically 
important to the Founding Fathers was this concept that they established the U.S. Post Office at 
the Second Continental Congress of 1775, a year before signing the Declaration of 
Independence. The U.S. Postal Service is a conduit of commerce, political thought, and 
messaging. Perhaps most important, it is a bedrock to people everywhere to remain connected to 
family, friends, community, and the greater world around them. Though other communications 
have come — some not lasting; others disrupting the paradigm and creating new challenges and 
opportunities — the mail still remains, and has a significant place as an essential government 
service. 

Today, however, this institution is struggling. For years now, its expenses have exceeded its 
revenue. Looking deeper, its most profitable product — First Class mail — is in decline, but it is 
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achieving significant growth in the delivery of packages, it has undertaken an ambitious effort to 
cut costs, but it faces the real risk of degrading service, which could leave it worse off in the long 
term. Its recent losses have forced it to delay needed capital investments, and like any well- 
managed enterprise, it needs to address its long-term liabilities, particularly retiree health 
benefits. 

To address these challenges, my business experience tells me that given the Postal Service’s size, 
the answer is multifaceted. It must preserve and enhance its current products, while seeking out 
new opportunities to expand. It must look for ways to be more efficient, but also must preserve 
those assets that will enable its long-term growth. It needs a solid plan to address its long-term 
liabilities, but also must make near-term capital investments. 

If confirmed, 1 look forward to exploring these issues in much greater depth, and I believe that 
my business background, experience and commitment to public can help push this work forward. 

I thank you, members of the committee, for your attention, and look forward to answering your 
questions, 

### 
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HSGAC BIOGRAPHICAL QUESTIONS FOR 


Plesise provide the followittg information. 
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Miiidle Name 
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2. Education 


List al) post-secondaiy schools attended. 
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(B) List any advisory, consultative, honorary or other part-time service or positions with 
federal, state, Or local governments, not listed elsewhere. 
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(C) Have you ever been fired from a job, quit a job after being told you would be fired, left 
a job by mutual agreement following eharges or allegations of misconduct, left a job by 
mutual agreement following notice of unsatisfactory performance, or received a written 
warning, been officially reprimanded, suspended, or disciplined for misconduct in the 
workplace, such as violation of a security policy? ~ /^ Q 

4. Potential Conflict of Interest 

(A) Describe any business relationship, dealing or financial transaction which you have had 
during the last 10 years, whether for yourself, on behalf of a client, or acting as an agent, 
that could in any way constitute or result in a possible conflict of interest in the position to 
which you have been nominated. - fsjO/sii, 

(B) Describe any activity during the past 10 years in which you have engaged for the 
purpose of directly or indirectly inOuenciDg the passage, defeat or modification of any 
legislation or affecting the administration or execution of law or public policy, other than 
while in a federal government capacity. 

5. Honors and Awards 

List all scholarships, fellowships, honorary degrees, civilian service citations, military 
medals, academic or professional honors, honorary society memberships and any other 
special recognition for outstanding service or achievement. 


6. Memberships 

List all memberships that you have held in professional, social, business, fraternal, 
scholarly, civic, or charitable organizations in the last 10 years. 

Unless relevant to your nomination, you do NOT need to include memberships in 
charitable organizations available to the public as a result of a lax deductible donation of 
SI, 000 or less, Parent-Teacher Associations or other organizations connected to schools 
attended by your children, athletic clubs or teams, automobile support organizations (such 
as AAA), discounts clubs (such as Groupon or Sara’s Club), or affinity 
membcrships/consumer clubs (such as frequent flyer memberships). 


Name of Org^nnixation 

Dales of Your MciuhcrshiD 
(Yt>u may approxiinale.) 

Positionfs) Held 





S 
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4. Potential Conflict of Interest 

(A) Describe any biuioess relatioasbip, dealing or financial transaction which yoo have had 
during the last 10 years, whether for yourself, on behalf of a client, or acting as an agent, 
that could In any way constitute or result in a possible conflict of interest hi the position to 
which you have been nominated. NONE 

(B) Describe any activity during the past 10 years in which you have engaged for the 
purpose of directly or indirectly influencing the passage, defeat or modification of any 
legislatloD or affecting the administration or execution of law or public policy, other Iban 
while In a federal government capaclD'JlONE 

5. Honors and Awards 

List all scbotarsbips, fellowsbips, honorary degrees, civilian service citations, milltaty 
medals, academic or professional honors, honorary sociely memberships and any other 
special recognition for outstanding service or achievement. 


6. Memberships 

List all memberships that you have held in professional, social, business, fraternal, 
scholarly, civic, or charitable organixations in the last 10 years. 

Unless relevant to your nomination, you do NOT need to inclnde memberships in 
charitable organizations available to the public as a result of a tax deductible donation of 
$1,000 or leu, Parent-Teacher AuocUtioni or other organizations connected to schools 
attended by your childreu, athletic dubs or teams, anfomobile support organizations (such 
as AAA), discounts clubs (such as Groopon or Sam’s Club), or affinity 
membcrsbips/coimimcr clubs (such as fre<inent flyer memberships). 







r \\ n^i nciQ 

The Ouqijcsnc Club 

Sf 1937 to Present 

Active Manber 

L3'.itc[ Volley Coif Club 

<0 Present 

Director & Active Member 

Westmoreland Coaatry Club 

4/1991 to Present 

Aclivc Member 
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7, Political ActMtv 

(A) Have yoa ever been i candidate for or been elected or appointed to a poIMcai office? 


NaweOfOflkc: 

^ 

Yrerfst Kiertloe 

Held or 

Tens orSerVke 

CindidBte Onlv 

ADnointmrttt 

L_._Mi!d£ 
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i 
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(B) List any offices held In or services rendered to a political party or election committee 
during tbc last ten years that you have not listed elsewhere. 
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(C) Itemae ali individual poUtical contribnttoBs of S200 or more that foa have made In the 
j»ai!t five years to any lodividiial, campaij^ organlzationi political party, potttieal action 
committee, or limitar entity. Please list each individual coafributton and not Ihetotal 
smoont contributed to the person or entity dnring the year, 


Nswtef RtclBient S . 
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$ 200.00 
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S 1,000.00 

2009 
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S 1.500.00 

•2013 

Dan Prankei for 23"’ District Conimiitee 

5 SOO.OO 

2010 

Dsn PraoKtel for 23** District CommtoJ 
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Doyie for Congress C'cynmitnse 
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5 

Giant EaLgle, Jnc. PAC 

S 5,000.00 
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i^wish PAC of Piitsbuig'T 

S 5.000.00 
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$ 5.000.00 

2Q12 

Judge Jody Olson for Superior Court 

S 2400,00 

2m 

Judge Judy Oiaon for Superior Conn 

$ 7,500.00 
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Obama Victory Tiind 2G 12 

SM.OOO.OO 

2012 
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OlT«nm Viciory Fund ?-012 

$ 1,150 00 

2012 

Rawmhal for Mayor 

$ 2,OOO.M 

2009 

TIst) Murphy fw 

$ 50«,M 

2050 

Women's Voke3 Wonioii’s VcHis Acikm Fund 

£100.000-00 

1012 ■ 


8. PublicatioBs and Speeches 

(A) Liaf the tWei, puMijfcers «ad date »f booka, artitles, report* or other pubtohed 
m*!eriiU that you Itave written, Endadhig articlei pnbfished on the Internet Piea*e provide 
the Committee with copies of «U Usfed pabBcations, In Ueo of hard copies, electronic copies 
can be provided via e-mail or other digital forraat 
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(C) Itemize all individual political contributions of S200 or more that you have made in the 
past five years to any individual, campaign organization, political party, political action 
committee, or simitar entity. Plea.se list each individual contribution and not the total 
amount contributed to the person or entity during the year. 
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(B) LisI any formal speeches you have delivered during the last five years and provide the 
Committee with copies of those Speeches relevant to the position tor which you have been 
nominated. Include any testimony to Congress or any other legislative or administrative 
body. These items can be provided electronically via e-mail or other distal format. 


TltloTopic 

Place/Audience 

HHHIilllSSiiiflHHI 

N/A 
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(C) List all speeches and testimony yon have delivered In the past ten years, except for 
those the text of which you are providing to the Committee. 


Me 

Plate/Aodleaw 


N/A 
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Since (and including) your IS"' birthday, hu aiiy of the following happened? 

• Hnve you been issued a simunons, cilatiori, m’ticker to appear in court in actimmal proccedmg against you? 

No (include citations mvolving- traffic Infractions where the fine was less titan $300 and did not indude'sIcoboJ 
or drugs.) 

• Have you been arrested by any police officer, sberilY, marshal or any other type of law enfc^cement official? No 

• Have you been charged, convicted, or sentenced of a crime in any court? No 

• Have you been or are you currently on probation or parole? No 

• Art you cunwtly on tTial or awaiting a trial on crlnninal charges? No 

• To your knowledge, have you ever been (he sut^cct or tar^t of a federal, state or local criminal m^rastigation? 
No 

If the answer to any of the questions above is yes, please answer the qaestions below for 
cacb crioilna! event (citation, arrest, investigation, etc:). If the event was an investigation, 
where the question below asks for infbnnation about the offense, please offer information 
about the offense under investigation (if known). 

A) JDate of offense; 

a. Is this an estimate (Yes/No): 

B) Description of the specific naCure of the offense: 


C) Did the offense iuvolvc any of the following? 

1) Domestic vioienoe or a crime of violence (such as battery or assault) against your child, dependent, 
cohabitani, spouse, formerspouse, or someone wilh whom you shara a child m common: Yes /No 

2) Firearms or explosives; Yes /No 

3) Alcohol or drugs; Y«/No 


D) Locaibn where the offense occurred (city, coun^, slate, zip code, coun^’): 


E) Were you armted, summoned, cited or did you receive a ticket to appear as a result of this offense by sny 
police officer, shcr’dT. marshal or any other type of law enforcemeol official; Yes / No 

I) Name of (he law enforcement agency lh« erTewcd/ciied/summoned you: 
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2) Lcxation of the !«w enforcement agency (city, county, state, zip code, country): 

F) Asa result of this offense were you charged, convicted, currently awaiting trial, and/or ordered to appear in 
court in a criminal proceeding against you; Yes / No 

1 ) f f yes, provide the name of the court and the locatioo of the court (city, county, state, rip code, 
country): 

2) If-yes, provide all the charges brought egaiost you for this offense, and the outcome of each charged 
offense (such as found guilty, found noi*guilty , charge dropped or “txiHo pros." etc). I C you were found 
guilty of or pleaded guilty to a lesaer offense, list separately both the original charge and the lesser 
offense: 

3) If no, provide explanation; 

G) Were you sentenced as a result of this offense: Yes /No 

H) Provide a description of the sentence: 

i) Were you sentenced to imprisonttwnt for e tenn exceeding one year; Yes / No 


J) Were you incarcerated as s result of that sentence for not less than one year: Yes /No 


K) If the conviction resulted In Imprisonment, provide the dates that you actually wore incarcerated: 


L) If conviction resulted in probation or parole, provide the dates of probation of parole; 


M) Are you currantiy on trial, awaiting a trial, or awaiting sentencing on cririinal charges for this oftense; Yes / 
No 


N) Provide explanation: 


13 
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10. Civil Litigation aod Administrative or Legislative Proceediags 

(A)Sinee (and indudiDg} your 18th birthday, have you been a party to any public record 
civil court action or administrative or legislative proceeding of any kind that resulted in (1) 
a finding of wrongdoing against you, or (2) a settlement agreement for you, or some other 
person or entity, to make a payment to settle allegations against yon, or for you to take, or 
refrain from taking, some action. Do NOT include small daims proceedings. 


laitCIsiffl/gMji 
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Court 
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(B) In addition to those listed above, have you or any business of whicb you were an officer, 
director or owner ever been Involved as a party of interest In any administrative agency 
proceeding or civil litigation? Please identify and provide details for any proceedings or 
cMl litigation that involve actions taken or omitted by you, or alleged to have been taken or 
omitted by yon, while serving in yonr oSicial capacity. 


Pate Clalig/SuH 
Was Tited 
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See Attached 
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1/13/14 


Information relating to CivQ Litigation and Adminiatrative Proceedings ageintl me 
penonally (Item 10(A)) or any business entity with which I was affiliated (Item 10(B)). 

Cauiionarv No te: Because of the length ami breadth of my career in business and in 
civic/commanity activities, I do not currently have knowledge of all the details requested. Also, 
there may have been matters encompassed by Item 10 and Supplement 5S as to which I have no 
current recollection. 

Phar-Mor Litigation : Phar-Mor, Inc. was a substantial privately-owned corporation that 
filed for Chapter 11 bankruptcy in Federal District Court (E.D. Ohio) in the latter half of 1992. 
This filing was precipitated by the discovery of massive accounting fraud and other derelictions 
perpetrated by the then Chief Operating Officer and Chief Accounting Officer of Phar-Mor, At 
the time, Phar-Mor was a partially-owned subsidiary of Giant Eagle, Inc. of which I was Chief 
Executive Officer. I was iso Chief Executive Officer of Phar-Mor - nominally in that the COO 
had been entrusted with almost complete power to run Phar-Mor. 

The accounting fraud was discovered by me and a few of my colleagues on the Phar-Mor 
board in July 1992. We promptly reported our discovery to the many equity investors and 
banking institutions that had provided financial support to the company, as well as to the 
company’s independent CPA firm. In due course, many civil suits were filed in which 1 was 
named as a defendant, along with Giant Eagle, several other individuals who had served on the 
boards of directors of Phar-Mor and Giant Eagle and Phar-Mor's CPA firm. 

In addition, there were (to ray knowledge) three separate independent investigations into 
the facts and circumstances of the accounting fraud and related derelictions. These 
investigations were aimed, in part, at determining the identity of the participants who had 
perpetrated the fraud. The investigations were conducted by (or under the auspices oO the 
Bankruptcy Trustee, the outside (independent) directors of Phai-Mor, and the Federal Bureau of 
Investigation. In all three instances, i was found to be iimoceot of any sort of fraudulent 
tnisconduol. (The perpetrators alluded to above were prosecuted criminally). 

The various civil litigation cases were ultimately settled in which payments were made to 
settle allegations against me and the other defendants referred to above. 

Excentus Litiaaiion : This cose is pending in Federal District Court (WD Pa.) in which I 
am a named defendant. The case arises out of an intra-corporate dispute between the 
management of this private company and Giant Eagle, Inc,, which is an investor and licensee of 
Excentus intellectual property. The issues are centered on Giant Eagle’s rights^obUgations as 
licensee and to participate in company governance. 

Other Litigation (unspecified) : Over the years, 1 have served as a member of the boards 
of directors of three publicly-held (listed) companies - Mellon National Corporation, EQT 
Incorporated and Action Industries, Inc. Both ordinary and extraordinary transactions by one or 
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more of these companies may have generated shareholder litigation (under state and/or federal 
law) in which 1, as a member of the board group), was named as a party. 1 am unaware of any 
finding of breach of duty on my part, or if any settlements were paid oh niy behalf. 

-end- 






(C) For responses to the previous question, pielse identify and provide details for any 
proceedings or civil litigation that involve actions taken or omitted by you, or alleged to 
have been taken or omitted by you, while serving in yonr oSiciai capacity. 

H. Breach of Professionai £thics 

(A) Have you ever been disciplined or cited for a breach of ethics or unproftsslouai conduct 
by, or been the subject of a complaint to, any court, administrative ajtency, professional 
association, disciplinary committee, or other professional group? Exclude cases and 
proceedings already listed. 


ftaineof 

Ax»ncy/A»«is(loii/ 

pm^mn 


BrtuU) of Pfaclfllinatv 




NO 

















(B) Have you ever been fired from a job, quit a Job after being told you would be fired, left 
a job by mntual agreement following charges or allegations of misconduct, left a job by 
mutual agreement following notice of unsatisfactory performance, or received a written 
warning, been officially reprimanded, suspended, or disciplined for misconduct in the 
workplace, such as violation of a security policy? 

12. Tax Compliance 

(This infortasHon will not be published in the record of the bearing on your nomination, 
but it wilt be retained in the Committee’s files and will be available for public Inspecrttm.) 
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13. Lobbying 

Id the past ten years, have you registered as a lobbyist? If so, please indicate the state, 
federal, or local bodies with which you have registered (e.gn House, Senate, Califoroia 
Secretary of State). NO 


14. Outside Positions 


! X See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278 
i Executive Branch Personnel Public Financial Disclosure Report, you may chock the box here to 
I complete tltis section and then proceed to the next section.) 


For the preceding ten calendar years and the current calendar year, report any positions 
held, whether compensated or not. Positions include but are not limited to those of an 
officer, director, trustee, general partner, proprietor, representative, employee, or 
consultant of any corporation, firm, partnership, or other business enterprise or any non- 
profit organization or edacational institution. Exclade positions with relifdous, social, 
fraternal, or political entities and those solely of an honorary nature. 


Name of 
OrsARlzstiQn 

• 

OrasnImUoa 

u 

f.iattiP.<i.Heid 

PoaltloaiHeiJ 

From 

(nionlh/yeair) 

fUiiillion 

HridTo 















17 












158 


15. AereemeHts or Arrangements 


X See pQE Form 278. Of. for your nomination, you have completed an OGE Fomi 278 
Executive Branch Personnel Public Financial Dbclosure Rqrorl, you may check the box here to 
complete this section and then proceed to the next section.) 


As of the date of filing your OGE Form 278, report your agreements or arrangements for: 
(1) continuing participation in an employee benefit plan (e.g. pension, 401k, deferred 
compensation); (2) continuation of payment by a former employer (inclndlng severance 
payments); (3) leaves of absence; and ( 4 ) future employment. 

Provide information regarding any agreements or arrangements yon have concemhig (1) 
future employment: (2) a leave of absence during your period of Government service; (3) 
continuation of payments by a former employer other than the United States Government; 
and (4) continuing participation in an employee welfare or benefit plan maintained by a 
former employer other than United States Government retirement benefits. 



AU information requested under this heading.must be provided for yourself, your iponse, 
and your dependents. (TUs information will not be published in the record of the bearing 
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on your noMiinttion, but it will be retained in die Committee’s files and will be available for 
public inspection.) 
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l.’niicd Sl-,'Ucs 

Office of Government Ethics 

I2t)l New York .'\venuc, N\\., Suite Sllfl 
Washington, D(i 2(K)t.i3-39 i'i’ 



The Honorable Ron Johnson 
Chairman 

Committee on Homeland Security 
and Governmental Affairs 
United States Senate 
Wa,shington, DC 205 1 0 

Dear Chairman: 

Under the Ethics in Government Act of 1978, Presidential nominees requiring Senate 
confirmation who are not expected to serve in tlieir Government positions for mote than 60 days 
in a calendar year are not required to file public financial disclosure reports. The Act, as 
amended, however, contains a provision in section 101(b) that allows the committee with 
jurisdiction to request any financial infomiaiion it deems appropriate from the nominee. 

We understand that your committee desires to receive a financial disclosure report (OOE 
Form 278) from any Presidential nominee for a position on the Board of Governors of the United 
States Postal Service, along with a written opinion from this Office regarding any pos,sible 
conflicts of interest. 

Therefore, 1 am forwarding a copy of the financial disclosure report of David S. Shapira, 
who has been nominated by President Obama for the position of a Governor on the Board of 
Governors, United States Postal Service. Because tire nominee is not expected to serve more 
than 60 days in any calendar year, the enclosed report and this letter are submitted to you in 
accordance with your committee’s confirmation procedures and will be available for public 
inspection only to the extent provided by your practices. There is no authority under the Act for 
public release of this material by the executive branch. 

We have reviewed the report and have obtained advice from the agency concerning any 
possible conflict in light of its fttnetions and the nominee’s proposed duties. Also enclosed is an 
ethics agreement outlining the actions that the nominee will undertalte to avoid conflicts of 
interest. Unless a date for compliance is indicated in the ethics agreement, the nominee mu.st 
fully comply within three months of confirmation with any action specified in the ethics 
agreement. 



166 

The Honorable Ron Johnson 
Page 2 

Based thereon, we believe that this nominee is incompliance with applicable laws and 
regulations governing conflicts of interest. 

Please note that tire underlying assets of the following private equity fund have not been 
broken out; Greycourl Partners Fund, LP. page 12, line 7, because they are not provided to 
investors. 


Sincerely, 

David J. Apol '' 
General Counsel 

Enclosures REOACTEB 
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David S. Sliapira 
10/14/14 


Michael J. Elston 

Designated Agency Elliics Official 

Associate General Counsel and Chief Ethics & Compliance Officer 
U.S. Postal Service 
475 L'Enfant Plaza, SW 
Washington, DC 20260-1100 

Dear Mr. Elston: 

The purpose of this letter is to describe the steps that 1 will take to avoid any actual or 
apparent conflict of interest in the event that I am confirmed as a Member of the Board of 
Governors of the United States Postal Service, 

As required by 1 8 U.S.C, § 208(a), 1 will not participate personally and substantially in 
any particular matter in which I know that 1 have a financial interest or in which 1 know 
that a person whose interests arc imputed to me has a financial interest, if the particular 
matter has a direct and predictable effect on that interest, unless I first obtain a written 
waiver, pursuant to 18 U.S.C. § 208(b)(1), or qualify for a regulatory exemption, 
pursuant to 18 U.S.C. § 208(b)(2). I understand that the interests of the following 
persons are imputed to me: any spouse or minor child of mine; any general partner of a 
partnership in which I am a limited or general partner; any organization in which 1 serve 
as officer, director, trustee, general partner or employee; and any ))crson or organization 
with which I am negotiating or have an arrangement concerning prospective employment. 

I am the Executive Chairman of the Board of Directors (“Giant Eagle”). In my role as 
Governor, I will not participate personally and substantially in any particular matter that 
has a direct and predictable effect on the financial interests of Giant Eagle, unless 1 first 
obtain a written waiver, pursuant to 1 8 U.S.C. § 208(b)(1) or qualify for a regulatory 
exemption, pursuant to 18 U.S.C. § 208(b)(2). 

1 will retain my paid positions as a member of the board of directors of EQT Corporation 
and as a member of the advisory hoard of Aquatech Internatioiial Corporation. In my 
role as Governor, I will not participate personally and substantially in any particular 
matter that has a direct and predictable effect on the financial interests of either of lliese 
entities, unless I first obtain a written waiver, pui-suant to 18 U.S.C. § 208(b)(1) or 
qualify for a regulatory exemption, pursuant to 18 U.S.C. § 208(b)(2). 

I will retain iny unpaid positions with the following entities: American Fardcs 
Foundation; BNY Mellon Foundation of Southwestern PA; Butler Refrigerated Meats, 
Inc.; Carnegie Mellon University; ECHO Realty, LP; Extra Mile Education Foundation; 
Frederick Convenience Company; Fresh Food Manufaeluring Company; Good Nature 
Distributing Company; Hillcl Academy of Pittsburgh; I.C. Supermarkets, Inc.; Jewish 



168 


E-eclcra(ion of Greaicr Pillsburgh; Marylaiul Convenience Company; Maryland Grocery 
Store Company; Oberlin College; ODC/Buller, Inc,; Pittsburgh Promise; RFI Holding 
Company; Riser Foods Company; Talon Logistics, Inc.; Team Member Care Fund; 
United Way of Alleghany County; Pittsburgh Symphony; Aetos Construction Company; 
the David S. Sliapira Non-QTIP Marital Trust; and the David S, Shapira Marital Trust. 
With regard to each of these entities, in my role as Governor, 1 will not participate 
personally and substantially in any particular matter that has a direct and predictable 
elTccI on the financial interests of the entity, unless I first obtain a written waiver, 
pursuant to 18 U.S.C. § 208(b)(1), or qualify for a regulatory exemption, pursuant to 18 
U.S.C. § 208(b)(2). 

I have been advised that I will likely serve on the Board of Governors for no more than 
60 days in any period of 365 consecutive days. Accordingly, I understand that i may not, 
under 18 U.S.C. §§ 203(c)(1) and 205(c)(1), provide any representational services or act 
as agent or attorney for another in any particular matter invoh'ing specific parties in 
which 1 iiavc jrarlicipated personally and substantially as a goverirment official. 1 also 
understand tliat I may not receive a shaie of any payment made for such representational 
services performed by another. I understand that additional requirements of 18 U.S.C. §§ 
203(c)(2) and 205(c)(2) will apply to me if I serve Ibr more than 60 days in any period of 
365 consecutive days. In that event, I will comply with all applicable requirements, and I 
will consult your office if 1 have any questions about those requirements. 

I have been advised that it is the Postal Service’s position that an appearance of 
impropriety may be created by my holding any direct financial interests in its 
competitors, i.e., companies that deliver mailable matter outside the U.S. mails (e.g. 
Federal Express, United Parcel Service, DHL, etc.). I agree that during my service as a 
member of the Board of Governors, 1 will not invest directly in any company that directly 
competes with the U.S. Postal Service (e.g. Federal Express, United Parcel Service, DHL, 
etc.). 


Finally, 1 will recuse myself from participation on a case-by-oase basis in any particular 
matter involving specific parties in which 1 determine that a reasonable person with 
knowledge of the relevant facts would question my impartiality in that matter, unless 1 
am first aulhoiizcd to participate, pursuant to 5 C.F.R. part 2635, subpart E, 

.Sinceraiy, / ) 

David S. Sliapira 
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U.S. Senate Committee on Homeland Security and Governmental Affairs 
Pre-hearing Questionnaire 
For the Nomination of David S. Shapira to be 
Governor of the United States Postal Service 


1. Nomination Process and Conflicts of Interest 


1 . Why do you believe the President nominated you to serve as a Governor of the United States 
Postal Service ("USPS" or "Postal Serr-ice”)? 

I have experience as the Chief Executive of a $10 billion company and I have extensive 
experience on public, private and non-profit boards of directors, 

2. What specific background and experience afifimiatively qualifies you to be a Governor of the 
Postal Service? 

Same as above. 


3. Were any conditions, express or implied, attached to your nomination? If so, please explain. 
None. 


4. Have you made any commitments with respect to the policies and principles you will attempt 
to implement as Governor? If so, what are they, and to whom were tlie commitments made? 

None. 


5. If confinncd, are there any issues from which you would have to recuse or disqualify 

yourself because of a conflict of interest or the appearance of a conflict of interest? If so, 
please explain what procedures and/or criteria that you will use to caixy out such a recusal or 
disqualification. 

I would recuse myself from any issue that involves my own personal interests or the 
interests of any company that 1 am involved with. 


Page I of 1 4 
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II. Role and Responsibilities of a Governor of the United States Postal Service 

6. Ifconfinned, what specific contributions do you hope to make during your time on the Postal 
Board of Governors (the Board)? 

Given the extensive experience that I bring in managing complex business operations, i 
could hope that my most specific contribution would be a career's worth of expertise and 
judgment in guiding and directing businesses. It is my belief that the prime function of a 
business is to serve its customers. If it does not do so, it cannot succeed in the long run. 

This is completely consistent with "representing the public interest generally." 

7. The Board is responsible for directing the powers of the Postal Sendee, including its 
financial, accounting, and operational functions. How have your professional experiences 
provided you with the necessary business skills to effectively govern the Postal Service? 

I believe my resume makes it self-evident that I have a great deal of experience as both a 
Chief Executive and a Board Member of various types of companies and institutions. 

8. What do you see as the principal mission of tlie Board? What do you see as its principal 
responsibilities? 

The mission of the Board Is to oversee management to ensure that they are representing 
the various constituencies of the Post Office including the public and the employees and to 
make sure this is being done in a financially responsible way. 

9 . What do you believe are the functions and responsibilities of an individual Governor? What 
in your training and experience demonstrates your qualifications to fulfill these functions and 
responsibilities? 

I believe that individual Governors should use their experience and best judgment to ensure 
that all decisions protect and advance the public interest. During my career I have had to 
make many decisions where there are multiple, competing interests at stake, and I believe 
this experience will serve me, the Postal Service and the American people well, if I am 
confirmed as a Governor, 
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10. What <lo you see as the main challenges facing the Postal Service? What do you beiie\ e 
should be the Board’s top priorities in meeting those challenges? 

While I would look forward to learning more and examining the challenges in much greater 
detail, from various public reports it appears that the Postal Service's primary challenge is 
financial— for years now, its obligations have exceeded its revenue. Going deeper, it faces 
declines in its most profitable product— First Class mail— while achieving significant revenue 
growth in the delivery of packages. It has undertaken an ambitious effort to cut costs to 
address it budgetary imbalance, but faces the downside risk of degrading service which 
could leave it worse off in the long term. Its recent losses have forced it to delay needed 
capital investments, and it needs to address its long-term liabilities, particularly retiree 
health benefits. I would need more detailed information and analysis before I could 
thoughtfully answer about specific priorities, but my general business experience tells me 
that, given the Postal Service's size, the answer is multifaceted. It must preserve and 
enhance its current products, while seeking out new opportunities to expand. It must look 
for ways to be more efficient, but also must preserve those assets that will enable its long- 
term growth. It needs a solid plan to address its long-term liabilities, but also must make 
near-term capital investments. If confirmed, I look forward to learning much more and 
addressing these issues. 


1 1 . Wliiit do you believe should be tlie respective roles and functions of the Board and the Postal 
Service management? How do you believe the Board and management can best work 
together to meet the challenges facing tlie Postal Service? 

i understand the Board's special responsibilities, as described in questions #8 and #9, and 
from my past corporate experience I also understand the necessity of hiring capable 
executives who have the day-to-day responsibility of implementing the business plan. If 
confirmed, I believe that the Board should set and approve policy protecting the general 
public interest, but it should be the responsibility of management to execute those 
decisions. 


12, The Governors are chosen to represent the public interest generally. How do you plan to 
interact with various stakeholders interested in postal issues and how do you think as a 
Governor you can effectively represent their interests? 

I believe that the term 'public interest generally' should be read in the broadest possible 
context, especially considering the role of the Postal Service in serving the entirety of the 
American people and binding the nation together as a whole. While certain stakeholders 
will be important, the Board's particular role is representing the interests of the American 
people as a whole, if confirmed, I would look forward to learning about the Board's past 

Page 3 oi' 1 4 
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contact with particular stakeholders, and whether those contacts are best taken up by the 
Board or by management. 


1 3. As you are aware, the Postal Accountability and Enhancement Act of 2006 requires that by 
the end 2015, at least four members of the Board have experience managing an organization 
of 50,000 employees or more. What are your view's on this requirement for appoititmcnt to 
the Board of Governors? 

I completely agree that the Board should have members who have experience managing 
large, complex enterprises. That said, a hard-and-fast 50,000 employee threshold may be 
too limiting. I believe it would also be important to have people with strong technology 
backgrounds and knowledge of the way communications are changing in our modern 
society. 


111. Policy Questions 


Postal Reform and Financial Issues 

14. The U.S. Postal Service continues to experience volume and revenue losses. The Postal 
Service ended Fiscal Year (FY) 2014 with a net loss of $5.5 billion. Further, the Postal 
Service reported a loss of .$754 million for the first quarter of FY2015. 

a. In your view', what is the Board’s role in overseeing USPS’s efforts to impi'ove its 
financial condition and to increase postal revenue and cut costs, while also meeting its 
universal service obligations and other statutory requirements? 

I believe it is the Board's responsibility to define realistic goals for management in 
terms of revenue growth and cost cutting, keeping in mind that the Postal Service 
has a special charge to provide universal service, as set by law. The Board is then 
responsible for challenging management to formulate workable plans to achieve 
these goals, and holding management accountable for results. 


b. How does this differ from the role of the Postal Regulatory Commission (PRC) or the 
role of Congress? 

Though I look forward to learning more about the Postal Regulatory Commission's 
role, I believe its purpose is more narrowly focused than the Board's. As i 
understand it, its role is to provide an outside, expert assessment of whether the 
Postal Service is fulfilling specific statutory requirements. Congress, of course, 


Paged of 14 



173 


ultimately decides on behalf of the American people what services are appropriate 
and needed, how they should be delivered, and how the enterprise should be 
organized. 


1 5. Volumes and revenues associated with letter mail and other products in the postal monopoly 
continue to decline, and First-Class Mail in particular is projected to significantly decline 
over the next decade. At the same time, the volume of packages and other products outside 
ol'the postal monopoly has grown significantly in recent years. 

a. How can the Postal Service remain viable as letter mail volume declines? 

For any business to remain viable when a core product begins to falter, adjustments 
have to be made. Either costs must be cut in line with the new market realities, or 
new lines of business and revenue must be found, or both. In the case of letter mail, 
at this time 1 do not feel that I have sufficient business information to make a 
considered judgment, but if confirmed, I would look forward to learning the specifics 
and challenging management to ensure that their plans are sound. 

b. How can the Postal Service take advantage of the gi'ovving popularity of e-commerce 
and package delivery? 

Generally, from my experience in the retail industry, I know first-hand how 
disruptive e-commerce can be to established businesses, but I also recognize that 
the disruption is accompanied by great opportunity. In the Postal Service's case, the 
challenge is think about how to leverage existing strengths— the nationwide scope, 
the end-to-end processing capability, the delivery network— to serve this emerging 
industry, if win-win business opportunities can be found, e-commerce may 
ultimately secure the Postal Service in the 2l" century. 


c. What new actions should the Postal Service take to maintain its viability and 

competitiveness in both its traditional lines of business and in potential growtli areas? 

As referenced in the answer to SlSb, I believe that the Postal Service should 
leverage its unique strengths and work to apply them in new and innovative ways. 
This would help preserve the traditional lines of business, but at the same time 
increase revenue in new areas of business and add value for the American people. 


Page 5 of 1 4 
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d. What do you believe are the proper limitations of the Postal Service with respect to 
competition with the private sector? 

As 1 understand it, current law prohibits the Postal Service from offering products or 
services that are not directly tied to the mail. Congress has made this 
determination, and if confirmed, it would be my responsibility to ensure that the law 
is faithfully applied. 

e. How proactive should the Board be in identifying areas for the Postal Service to cut 
costs quickly so that it can cover its operating expenses? 

Postal management should be responsible for day-to-day operations and knowing 
the best opportunities to increase efficiency and cut costs. But, given the Postal 
Service's substantial losses, the Board should challenge management to find cost 
savings wherever available, but it should also be mindful that ill-conceived cuts 
could undermine the Postal Service's long-term ability to actually provide the 
services that the American people want and deserve. 

f. What is the Board’s role and responsibilities in identifying opportunities for Postal 
Service to increase volume? 

Again, it is Postal management that should be responsible for day-to-day operations 
and knowing which products and services hold the greatest growth potential. The 
Board's role should be to set a general policy to encourage innovation and growth, 
and then hold management accountable for results. 


1 6. What are your views on the “universal service obligation” and the various delivery methods 
currently employed to carry out this mandate (e.g., six day delivery, the ovemigltt delivery 
standards)? In other words, liow do you view the current service standards and delivery 
frequency with respect to the obligation for service to every American? 

As I understand it, the universal service obligation requires the Postal Service to offer the 
same level of service to all Americans, wherever they are In the nation. It represents a 
commitment to all Americans to a cost-effective, reliable service on an equal basis. With 
respect to specific standards, I believe that a close examination of how Americans are 
actually using the mail and what products they would like to see should be the guiding 
principle. 
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1 7. The Govcmmeat Accountability Office (GAO) again included the Postal Sere ice on its High- 
Risk List in 2015 because of its precarious financial condition. GAO added the Postal 
Service’s financial condition on its high-risk list in 2009 after removing it in 2007. In your 
view, what should be the Postal Serv'ice’s strategy for improving its financial condition and 
restructuring its business model to ensure its long-term viability, in addition to any factors 
that the Postal Service has announced as part of its new business model? 

As referenced in #14b, I believe it is the Board's responsibility to safeguard the essential 
mail services that the American people expect and depend on. Its role should be to set 
goals for management in terms of revenue growth and cost cutting and then hold them 
accountable for results. Like any business, the Postal Service cannot be viable if its 
revenues don't cover its obligations, but without a more thorough understanding of specific 
market conditions and operations, it is difficult to offer an informed opinion on what the 
strategy should be. If confirmed, I would look forward to learning the specifics and working 
to ensure a business model that is truly viable. 


IS. In order to ensure the future financial viability of the Postal Service, the Postal Service needs 
to address its healthcare costs and future healthcare liabilities. To help achieve this goal, S. 
1486, the Postal Refoim Act, created a new' postal-only health program within the Federal 
Employee Health Benefits Program that would require Medicare-eligible postal annuitants to 
enroll in Medicare as a condition of their enrollment and provide postal annuitants with 
prescription drugs through a Medicare Part D Employee Group Waiver Plan (EGWP). This 
is in line with the current practices of other businesses that provide health coverage to their 
annuitants and W'ill provide the Postal Service with significant savings. Do you believe it is 
appropriate to require Medicare-eligible postal annuitants to participate in Medicare? 

In general. Congress has determined that the Postal Service should be supported solely by 
the revenue it generates from the sale of postage, which is subject to market forces like any 
other good or service. At the same time. Congress has mandated that postal employees 
and retirees receive federal benefits in line with regular federal workers. These goals 
obviously can be in conflict if changes in the market result in revenues that are insufficient 
to support federal employee benefit obligations. Determining whether the appropriate 
response is to require postal retirees to participate in Medicare, or whether there are other, 
better solutions, would require more detailed analysis and expert guidance. If confirmed, I 
would look forward to examining this analysis and guidance before reaching a conclusion 
about the best course forward. 


19. The Postal Service has estimated their total liabilities to be over SI 15.5 billion while their 

as.scts are S25 billion. How' do you believe the Postal Service should address their liabilities? 
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Like any other enterprise, the Postal Service must generate sufficient revenue to cover its 
operating expenses and long-term liabilities. Like a business, some combination of 
increased revenue, lower expenses, or both, must be achieved in the near-term and then 
must be sustained in order to address longer term liabilities. 


20. There are differences of opinion about the privatization of the Postal Service. What are your 
views on privatization? 

I have not thought much about privatization and would want to have much more 
information and experience before expressing an opinion. 

2 i . In recent years, postal management has indicated that the Postal Service has been financially 
unable to make the investments necessary' to replace its aging vehicle fleet or make other 
capital investments it needs to make in order to remain viable and competitive in the coming 
years. What steps do you believe the Board should take to prioritize key capital investments 
and allocate the resources necessary to make them? 

I believe it is the responsibility of management to produce a sound financial plan which, of 
course, should include capital investment and the short and long-term viability of the 
business. My role as a Board member would be to understand the plan, offer any counsel I 
may have and to either approve or not approve it. 


Postal Rates and New Products 

22. One of the core principles of the Postal Accountability and Enhancement Act, which was 

enacted into law in 2006, was to provide Postal Service customers, through the establishment 
of an inflation-based rate cap, with predictability and stability in pricing. In recent years, 
however, the restrictions on Postal Service pricing created by the rate cap have played a role 
in preventing the Postal Service from generating sufficient revenue to cover its costs. 

a. What is your opinion of the inflation-based rate cap as an approach to regulating 
postal rates? 

In general, I believe in market-based pricing, price caps tend to limit a company's 
ability to serve its customer both in the short and in the long run. 

b. What role should the PRC play in studying and/or approving Postal Service 
pricing decisions? 
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Given that the rate caps are prescribed by law, the PRC's role would be to ensure 
that the Postal Service's actions did not violate the cap. 


With appropriate safeguards, S. I486 would have expanded a provision in cuirent law 
regarding the ability of the Postal Serx'ice to offer non-postal products. 

a. Under what circumstances should the Postal Service be pennitted to offer non- 
postal products? 

My understanding is that the Postal Service is prohibited from offering non- 
postal products under current law. If Congress were to change the law, the 
Postal Service should evaluate those new opportunities and identify new 
offerings that make best use of its inherent strengths. 

b. To what extent do you believe the Postal Service should rely on the provision of 
non-postal products in its efforts to generate additional revenue? 

My answer is the same as under #23a. 


c. How would you ensure the Postal Services does not unfairly compete with the 
private sector in selling non-postal products? 

The Postal Service's high labor costs and lack of access to capital would likely 
make it Impossible for the Postal Service to profitably compete against the 
private sector in industries where it does not already have expertise or 
capability. 


24. How can the Postal Service better take advantage of its current authorities to make the mail 
more appealing and valuable to customers and attract additional mail volume? 

If confirmed, I would rely on the expertise and judgment of marketing experts 
with experience in the mailing industry to identify plans to make the mail more 
appealing and valuable. 


Facility Closings and Sendee Changes 
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What role should the Board have in decisions to realign postal retail and mail processing 
neuvorks, including decisions to close specific facilities? 

The role of the Board is to set general policies, set the goals for revenue growth and cost 
savings, challenge management's plans to ensure that they can accomplish those goals, and 
hold management accountable for the results. Management, on the other hand, is tasked 
with the day-to-day operation and is much better situated to make decisions about specific 
facilities. 


26. How can the Board ensure the Postal Service communicates with its customers and 
employees so that they are aware of updated intbmiation on the consolidation process, as it 
becomes available? 

I recognize that in any large business or operational change effective communication is 
crucial, both internally and externally. If confirmed, before approving any general plan I 
would ask management tough questions about how they intend to communicate with 
employees, stakeholders, local communities and Congress. 

27. According to GAO, approximately 4 1 percent of postal revenue conies from alternate retail 
channels such as the Postal Service website, automated postal centers, and contract postal 
units. Do you believe the Postal Service should increase the use of alternate retail channels, 
and if so, how should this be accomplished? 

From my experience in the retail industry, I know that a successful business must offer a 
variety of convenient sales channels, and this will become more and more important as e- 
commerce grows. As customers demand more options and 24/7 access, the Board must 
challenge management to ensure that the retail interface is as varied and accessible as is 
possible. 


28. In recent years, the Postal Service has proposed both the elimination of Saturday delivery of 
some classes of mail as well as changes to the overnight service standard. 

a. What is your opinion of the Postal Service’s proposals to eliminate Saturday 
delivery of some classes of mail to lower certain service standards? 

I know that for several years the Postal Service has being proposing the 
elimination of Saturday mail delivery. I also know that more recently Saturday 
and even Sunday package delivery has been an increasingly valuable selling point 
and competitive advantage. If confirmed, I would want to truly understand the 
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rationale for eliminating a day of mail delivery while expanding days of package 
delivery, given that mail carriers now delivery both products simultaneously. 


b. What steps should tlie Postal Service take to ensure that any senice cliangcs it 
makes do not disproportionately harm rural customers and are consistent with the 
Postal Service’s universal service obligation? 

The universal service obligation, as I understand it, means that the Postal Service 
must offer the same level of service to all Americans, wherever they are in the 
nation. This is especially true for rural areas where, on a strict profit-loss basis, 
service may not be as profitable. If confirmed, and as part of the duty to 
represent the broad, general public interest, I would ensure that any 
management plans have weighed the particular interests of rural or low-income 
areas, and those of specific communities, such as the elderly. 


Workforce-Related Issues 

29. The Postal Service has been reducing its workforce, including through hiring freezes, early 
retirements, incentive payments for some targeted attrition, and other ways. Does llic Postal 
Seivioe have sufficient flexibility to adjust its workforce to changes in mail volume? If not. 
what additional flexibility is neededi* 

As I understand it, since 2007 the Postal Service has reduced its career workforce by more 
than 200,000 employees. As the question notes, it has accomplished this reduction through 
attrition and incentives. Given this level of success, it would appear to have sufficient 
flexibility. 


30. As an increasing number of postal executives, managers, and supervisors are eligible to 
retire, how can the Board work with postal managC3iient to addrc.ss these challenging 
succession, continuity, and associated cost issues? 

Succession planning is critical for any organization, and the Board must ensure that 
management has the programs and policies necessary to guarantee smooth transitions. If 
confirmed, I look forward to (earning the specific plans currently in place and evaluating 
improvements. 

31. In recent years, perfonnance-based compensation systems have been implemented for postal 
executives, as w'ell as managers and supers'isors. The success of these systeins depends on 
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the credibility of the performance measures. How can the Board ensure the credibility of the 
Service’s perfonnance-based compensation systtems? Do you have an opinion about 
perforniance-ba.sed compensation? 

Performance-based compensation has proven effective in many corporate environments 
and is prevalent among private companies of comparable size to the Postal Service. To be 
successful, however, any compensation must be tied to fair and objective measures, and it 
is my understanding that the Board utilizes a Compensation and Management Resources 
Committee of Governors to make recommendations. If confirmed, I would look forward to 
learning more specifics about the Postal Service’s program. 


,32. The Postal Service is subject to Occupational Safety and Health Act workplace safety law.s in 
the same manner as private-sector employers. How can the Board help ensure compliance 
with applicable workplace safety laws and encourage efforts to improve safety and reduce 
costs associated with workplace injuries? 

The Board must monitor compliance with safety compliance as a part of its role in setting 
the general policies of the Postal Service, Ensuring that employees have a safe and efficient 
workplace, and that the necessary policies are in place to achieve that goal, must be a 
bedrock principle in managing any enterprise. 


,33. Please cie.scribe the kind of labor-management relationship you believe is most desirable at 
the Postal Service. 

In general, for a company or organization to succeed, labor and management must work 
together, and a shared vision of objectives and mutual respect is essential. In a collective 
bargaining environment, the best outcomes are achieved when management and the union 
work as partners, with management being truly collaborative and the unions offering 
flexibility to adapt to changing business conditions. 

34. What is the Board’s role in ensuring effective cooperation between postal management and 
Postal Service labor unions? 

I support the collective bargaining process, and I believe it should be the policy of the Postal 
Service to manage the service for all of its constituencies while continuing to foster a fair 
and equitable work environment. 


Mail Sa fety and Security 
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35. What is your opinion of the Postal Service’s current programs to manage risks posed by 
suspicious mail to enhance the safety and security of the mail? 

If confirmed, I would rely heavily on the U.S. Postal Inspectors and their experience and 
knowledge of current programs and threats in order to assess risks and responses. 


36. What are the tradeoffs that should be considered to detennine what actions the Postal Service 
should take to enhance the safety and security of the mail - for c.xample, in tenns of potential 
impacts on postal operations and service delivery? 

If confirmed, I would weigh the views of the U.S. Postal Inspectors in conjunction with 
management's judgment of any impact on operations, and make a considered decision, 
keeping in mind the public interest generally. 

37. What is your opinion about increasing the use of cluster boxes to improve security of the 
mail? Generally, what do you believe the Postal Service should do to ensure that businesses 
and residential customers use cluster boxes to an appropriate extent? 

If confirmed, I would look forward to learning more about the general policies of the Postal 
Service regarding delivery options and safety. In general, I believe that customers should be 
offered the most convenient, safest and most cost-efficient option that is appropriate. 

38. What steps should the Postal Service take to maintain trust and credibility with its employees 
and customers that the mail is safe? How can the Postal Service improve its response to 
hazardous incidents to ensure that appropriate safety procedures are understood and followed 
by all employees? 

As outlined in #36, for specific changes to safety and security protocols, I would rely heavily 
on the expert opinions of the U.S. Postal Inspectors and management responsible for 
ensuring adherence to safety procedures. As a matter for the Board, if confirmed, it must 
be a general principle that the mail is a safe and secure, and employees are protected. 

IV. Relations with Congress 

39. Do you agree, without reservation, to respond to any reasonable summons to appear and 
testify before any duly constituted committee ofthc Congress ifyou are confiiTncd? 


Page 13 of 14 



182 


Yes. 


40. Do you agree, without reservation, to reply to any reasonable request for information from 
any duly constituted committee of the Congress if you are confinned? 

Yes. 


V. Assistance 

4 1 , Are these answers your own? Have you consulted with the Postal Board of Governors or any 
interested parties? If so, please indicate which entities. 

These answers are my own. I did not consult with the Board of Governors, though I did 
speak with the Government Relations department at the Postal Service for context in 
developing my answers. I did not consult with any interested parties. 


1, David S. Shapira, hereby state that 1 have read the foregoing Pre-hearing Questions and that 
the information provided therein is, to the best of my knowledge, current, accurate, and 
complete. 
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Post-Hearing Questions for the Record 
Submitted to David. S. Shapira 
From Senator Claire McCaskill 

“Nomination Hearing to Consider Peter V. Neffenger to be Assistant Secretary of the U.S. 

Department of Homeland Security and 
David S. Shapira to be Governor, U.S. Postal Service” 

Juncl0,201.S 

111 your statement, you state that the US Postal Service must preserve those assets that 
will enable its long-term grov-hh. Yet the USPS seems intent on moving forward with 
consolidating additional mail processing facilities even though the first round of closures has led 
to a number of problems. It has overwhelmed the remaining processing facilities, slowing down 
mail going through those facilities, and it has saved less than USPS projected it would. 
Furthermore, the USPS had to reduce its delivery standards in order to close these facilities, and 
they’re still not even meeting those lower standards. 

My office recently received a letter from one of a small business owner in Sheridan, MO 
that 1 think is a perfect example of what happens when the postal service says first class mail will 
take 3 days, and instead it takes 6. The owner was waiting on payments from 3 customers in 
Missouri and Iowa. They were sent first class mail and should have been received in 3 days, 
according to USPS first class mail standards. Instead these payments took 6 days for them to 
reach the local business. The business owner had initially charged late fees to the 3 customers, 
but had to refund them when it was explained to him what had happened. 

The fact is, these payments should have reached the business owner on time. But when 
the owner’s payments come in late, he can’t turn around and pay his bills, and he gets hit with 
late fees, and so on down the chain. 

Thankfully, the USPS listened to those of us who have been furious about these 
consolidations and decided to put them on hold for a year, but I'm afraid this is just a temporary 
reprieve, and not an actual rethinking of business strategy. 

1. Do you think making your product worse and less reliable is a smart way to grow a 
business? 

No. As a general business principle, businesses succeed only when their products offer 
the quality and price that consumers desire. The most successful businesses are those 
that find a profitable way to offer high quality and low price. 

2. Will you commit to asking the Postmaster General to reexamine the proposed 
consolidation plan? 

Yes. If confirmed, prior to approving any resumption of consolidations, I look forward to 
learning more about the business plan, financial justifications and impact on service 
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{including any lost revenue resulting from slower service) underlying Phase 2 of the 
Network Rationalization Initiative. 
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